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Diirectors’ report

The directors of Dyno Nobel Limited (“Dynce Nobel™, “parent entity” or “Company”) submit herewith
the annual financial report of the Company and its controlled entities (collectively, “the consolidated
entity™ or “group”) for the financial year ended 31 December 2006. In order to comply with the
provisions of the Corporations Act 2001, the directors report as follows:

The names and particulars of the directors of the Company during or since the end of the financial year
arc:

GEOFFREY TOMLINSON

BEc

Tarm of office; Chairman since February 2006

Independent: Yes

Skills & Experience: 29 vears vnth the National Mutual Group, six years as Group Managmg Dlrector
and Chiel Executive Officer until 1998. o S

Directorships of listed entities within the last three years, other directorships and oﬂ'ces (currcn! .
& recent) el
Chairman of National Wealth Management Holdings Limited (since August 2000)

Chairman of Programmed Maintenance Services Limited (since October 1999)

Director of National Australia Bank Limited (since March 2000)

Director of Amcor Limited (since March 1999)

Former Deputy Chairman of Hansen Technologies {director since March ?000 o Apnl 7006)

Former Director of Funtastic Limited (from May 2000 1o May 2006) b "
Former Director of Mitrabooka Investments Limited (from February 1999 to March 2006).. .

Former Director of Reckon Limited (from June 1999 to August 2004)

Board Committee membership
Entitled to attend all Board Committees ex-officio

DAVID WALSH

LLB

Term of office: Non-executive Director since February 2006.

Independent: Yes

Skills & Experience: Experienced company director with a wide background in corporate and
commercial law.

Directorships of listed entities within the last three years, other directorships and offices (current
& recent)

Chairman of Templeton Global Growth Fund Ltd (since August 1998)

Director of Macquarie Infrastructure Investment Management Limited (the responsible entity of
Macqguarie Infrastructure Group) (from March 2004)

Director of PaperlinX Limited {(from July 2000).

Former Director of Asia Pacific Specialty Chemicals Limited (1994 to 2002)

Former Partner in the law firm, Mallesons Stephen Jaques

Board Committee membership
Chairman Audit & Compliance Committee
Member Remuneration & Nomination Committee



DAVID WILLS

B. Comm, FCA

Term of office: Non-executive Director since August 2006.

Independent: Yes

Skills & Experience: David Wills is a Chartered Accountant and was an audit partner with
PricewaterhouseCoopers for 25 years. He was the Deputy Chairman of PricewaterhouseCoopers
Australia for 4 years (2000 10 2004).

Directorships of listed entities within the last three years, other directorships and offices (current
& recent)

Director of Clover Corporation Limited (since January 2005)

Director of Washington H Soul Pattinson and Company Limited (since April 2000)

Director of Souls Private Equity Limited (since October 2004)

Director of Lumley General Insurance Limited {since February 2005)

Director of Wesfarmers Federation Insurance Limited {since February 2005)

Director of Australian International Insurance Limited (since January 2007)

Memberships
Chairman of Board of Governors of the Sir David Martin Foundation

Board Committee membership
Member Audit & Compliance Committee

ROD KELLER

B.E (Mech) FIEA .

Term of office; Non-executive Director since February 2006,

Independent: Yes

Skills & Experience: Rod Keller's professional career spans some 42 years predominantly in the
resource sector.

Directorships of listed entities within the last three years, other directorships and offices {current
& recent)

Director of the Australian group companies of Norfolk Limited (since February- 2006).

Director of Macquarie Communications Infrastructure Limited (since September 2002)

Director of Macquarie Communications Infrastructure Management Limited (since March 2003)
Former Chairman of Gasnet Australia Limited (from 2001 to 2006)

Former Director of National; Electricity Code Administrator (NECA) (from 2001 to 2006)

Memberships
Fellow of the Institute of Engineers Australia (FIEA)

Board Committee membership
Chairman Remuneration & Nomination Commmee
Member Safety & Operational Risk Committee

RALPH HARNETT ‘

BSc MBATerm of office: Non-Executive Director since February 2006,

Independent: Ycs :

Skills & Experience: extensive international experience in the stralegic management and leadership
of large corporations to the Board. Ralph brings a strong understanding of the Company’s products
and services, including explosives technology and blasting services.

Directorships of listed entities within the last three years, other directorships and offices (current
& recent)

Director of Krannert School of Business Purdue University (since December 1999)

Former President and Chief Executive Officer of Ensign-Bickford Industries Inc (from October 1998 to
October 2004)

Former Director of Connecticut Business and Industry (from December 1998 to December 2003)
Former Senior Vice President, Energy and Telecom of Raychem Corporation (from January 1994 to
August 1998)

Dyno Nobeil Limited
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Board Committee membership
Member Remuneration & Nomination Committee
Member Safety & Operational Risk Committee

JOHN (JOCK) MUIR

ACA CA

‘Term of office: Non-Executive Director since February 2006.

Independent: No

Skills & Experience: Over 20 years of experience within the international mining supply industry and
a detailed knowledge of Dyno Nobel and the markets in which it operates.

Directorships of listed entities within the last three years, other directorships and offices (current
& recent)

NONE

Board Committee membership

Chairman Safety & Operational Risk Commitiee
Member Audit & Compliance Commitiee
Memberships

The Institute of Chartered Accountants of Scotiand
The Institute of Chartered Accountants in Australia

PETER RICHARDS

B. Comm : '
Term of office: Chief Executive Officer since December 2005. Executive Director since February
2006.

Independent: No

Skills & Experience: Over 16 years experience in the explosives industry. Joined Dyno Nobel’s -
Australian operations in 1991. In 2000 was appointed Senior Vice President of Dyno Nobel Asia
Pacific and in 2002, Senior Vice President of Dyno Nobel North America. cee e

Directorships of listed entities within the Iasl three years, other directorships and: oﬂ'ces (currenr

& recent) o (. - U o
' . . [ T

NONE . : » Lo

Board Committee membership

Entitled to attend all Board Committees ex-officio

Other directors that held office during the financial year were:

Director name Period of appeintment

Robin Bishep appointed 4 January 2006 and resigned I6 February 2006
Michael Carapiet appointed 4 January 2006 and resigned 16 February 2006
Nicholas Petersen appointed 4 January 2006 and resigned 16 February 2006

Neil Watson appointed 4 January 2006 and resigned 16 February 2006

in



Company Secretary
Richard Shea Juris Doctorate, BBus, CPA

Richard Shea commenced employment with Dyno Nobel in 1990 and was appointed to the senior
management team in 1995, Richard was appointed to the position of Senior Vice President and
General Counsel in charge of legal and corporate affairs of Dyno Nobel in December 2005 and
appointed to the position of Company Secretary in February 2006. Richard holds a Juris Doctorate
degree in law, a Bachelor's degree in Accounting and is a Certified Public Accountant. Prior to joining
Dyno Nobel, Richard was an attorney at a law firm in Chicago specialising in transactional law, tax and
litigation.

Julianne Lyali-Anderson  LLB (Hons), Grad Dip Legal Practice

Julianne Lyall-Anderson has twelve years éxperience as a Company Secretary. Prior to joining Dyno
Nobel, Julianne was Assistant Company Secretary at Woolworths Limited and Deputy Company
Secretary at Challenger Financial Services. Julianne was appointed to the position of Company
Secretary in May 2006. ’

Principal activities Y

The principal activities of the group during the year ended 31 December 2006 were the manufacture
and sale of commercial explosives and related services to the mining, quarrying and construction
industries in North America and Australia.

Review of operations

The financial numbers presented in this report are prepared under Australian cquivalents to
[nternational Financial Reporting Standards (* A-IFRS”).

Group

The Dyno Nobel consolidated sales revenue for the year ended 31 December 2006 from continuing
operations was US$1,239 million {2005: US$%69 million). The consolidated profit from continuing
operations was US$80.5 million (2005:Ui$834.2 million).

The 2006 financial results represent a significant milestone for Dyno Nobel given its listing on the
ASX in April 2006. After successfully making the transition from private to public company the results
from both North American and Australian operations are strong and the results exceeded prospectus
forecast. Economic and market conditions were favourable including the increases in volumes fuelled
by the Chinese demand for minerals in Australia, and continued demand for coal and aggregates in the
us.

Drilling and blasting is a developing area of opportunity for Dyno Nobel and in the first half of the vear
the Company successfully acquired the Southern Miami Heavy Equipment, Inc., North West Territory
Rock (part of ETI acquisition), Angelini and the Mt. State Bit Services, inc. group drilling businesses
in the US and Canada, marking our direct entry into this sector. ’ '

In Australia Queensland Nitrates Pty Limited (“QNP™), at Moura provided improved performance for
the Group. The Asia Pacific focus is now is on our ongoing development of the AN plant in
Moranbah, Queensland, which would have the capacity to produce in excess of 330,000 tonnes per
annum.

Dyno Nogel L
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North America

Dyno Nobel's North American consolidated sales revenue from continuing operations for. the year
ended 3| December 2006 was LiS$1,023.2 million (2005: US$766.7 millien).

The North American business performed well with solid demand despite the softening of the US
housing market which contributes around 8 per cent of revenue. The AN plants operated at record
production levels and seismic demand was very strong, particularly in Canada.

Dyno Nobel completed nine acquisitions in North America in 2006 complementing two acquisitions
made in December 2005, These contributed 1o improving distribution capabilities, achieving
operational efficiencies and expanding the Company’s footprint across the customers® value chain. The
puli-through and synergy benefits of the acquisitions made during the year were consistent with
expectations and the focus on operational initiatives, such as the integration of the Spanish Fork
booster business, provided significant operational efficiencies. 8 o

The Company is bun]dlng two new shock tube lines to meet the growth in demand for |n|tlatmg
systems, while the expansion of the Cheyenne ammonium nitrate plant is on track and on budget ‘

The development of the Company’s joint ventures has been a key factor in driving growth in North
America through extending the coverage of its sales channel as well as driving synergies arid scale '
benefits in distribution. Dyno Nobe! currently holds interest in 13 North American joint ventures and
the company’s share of revenue during the 2006 financial year from these joint ventures was US$200
million.

The consolidated profit from ordinary activities in North America before income tax and net financial
costs from continuing operations was US$125.8 million (2005: US$36.4 million).

The improved  result reflects the impact of operational restructuring, underlying business
improvements, record AN production levels and the favourable'impacts of acquisitions and investments
which were integrated successfully into North American operations. In addition, the 2006 result also
includes non-recurring items of US$1.2 million (2005: US$32.2 million) as described in Note 27. o

.

Asia Pacific

Dyno Nobel's Asia Pacific consolidated sales revenue for the year ended 31 December 2006 from
continuing operations was US$216.1 million (2005: US$202.3 million). ‘

The Asia Pacific business performed strongly, particularly in the Codl and Iron Ore sectors, while over
US545 million of new business was won in the region.

The Company's share of profit in its jointly owned entity QNP AN plant exceeded the 2005 results
because of the efficient operation of the plani after the scheduled major maintenance shutdown in the
prior year. _
The Indonesian ‘dnx"’ office was established earlier in the year to break into the fast growing lndones1a
resource seclor and to service new busmess seeured in that country.

The consolidated operating profit (loss} from ordinary activities before income tax and net financial
costs from continuing operations was US$20.3 million (2005: Loss US$6.3 million) as described in
Note 27. ) ' '

The 2006 consolidated operating profit includes US30.5million in non-recurring items {2005:US318.0
million). The significant increase in the 2006 consolidated operating profit before non-recurring items
occurred largely because of growth in fully priced sales to existing and new customers in Australia and
increased margins in AN as a result of fewer imports and improved pricing.

"dnx is a Dyno Nobel brand name.



DetNet Joint Venture (South Africa)

The 2006 share of the joint venture result was a loss of US$5.5 million {2005: loss of $3.7million), The
electronic detonator joint venture did not deliver in line with expectations in 2006. This was due to
delays in bringing technology improvements into the marketplace and a stronger than expected
competitive environment. Included in the result is the closure of the uncompetitive Digidet product
line, Restructuring measures were taken late in the year 10 ensure that DetNet delivers an improved
result in 2007.

QOutlook

Dyno Nobel expects to see continuing solid growth in its core business, benefiting from capacity
expansion, efficiency enhancements and continued strong global demand for resources. In addition, a
number of opportunities exist for re-entry into exited markets through acquisitions.

Subsequent to financial year end, the Fabchem acquisition, in which Dyno Nobel acquired a 29.9 per
cent,stake in the Chinese explosives manufacturer, will give the Company a strong platform for entry
into China and more broadly, the Asian market.

Dy'nc'a Nobel also announced in February 2007 its intention to proceed with the Dyno Nobel Moranbah
project (“DNM™), an AN plant in Moranbah, Queensland at an estimated capital cost of A$520 million.
This investment is supported by customer offtake agreements for all AN production and the additional
pull through of initiation systems and services. DNM will position Dyno Nobel as a leading low cost
supplier in the Bowen Basin area of Queensland.

Changes in state of affairs
Acquisition of Dyno Nobel Holdings ASA by Dyno Nobel

Effective 5 April 2006, Dyno Nobel acquired 100% of the shares in Dyno Nobel Holding ASA for
1S$1,475.2 million. This acquisition was undertaken through the issuance of a loan note for US$1,011
million and the assumption of debt of US$464 million. To settle the loan note purchase consideration,
Dyno Nobel issued 346,339,156 ordinary shares for US$592 million, and a further 244,746,106
convertible redeemable preference shares for US$418 million, Through an IPO (“initial Public
Offering”) on ‘the ASX, on 7 April 2006, Dyno Nobel issued a further 455,746,221 ordinary shares for
A$1,048 million (US$779 million less transaction costs and associated tax benefit of US$24 million).
The proceeds from the IPO were used to reduce debt and redeem the convertible redeemable preference
shares.

In accordance with AASB 3 ‘Business Combinations’ the acquisition of Dyno Nobel Holding ASA by
Dyno Nobel was accounted for as a reverse acquisition and the consolidated financial statements have
therefore been prepared as a continuation of the financial statements of the accounting acquirer, Dyno
Nobet Holding ASA. Accordingly, comparative information is provided for the balance sheet and
related information as at 31 Decémber 2005 and the income statement, statement of cash flows,
statement of changes in equity and related information for the year to 31 December 2005.

As aresult:

*  the retained earnings of the group represent the retained earnings of Dyno Nobel Holding ASA
from the date of its incorporation, plus the results of other combining entities from the date of
acquisition of the Group. Dyno Nobel Holding ASA’s retained earnings at the date of the business
combination are not available for the payment of dividends to the shareholders of Dyno Nobel:

+ the consolidated balance sheet comprises the existing consolidated nct assets of Dyno Nobel
Helding ASA and its controlled entities measured at their historical cost (rather than fair value),
plus the fair value of the net assets of the other combining entities; and

+ the financial report includes comparatives for the Dyno Nobel Holding ASA group, including
those discontinued operations sold as part of the restructure process,

Dyno Nobei Limited
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Acquisition of other entities and operations

During the year, the group completed the acquisition of ET1 Holdings Corp.; the Spanish Fork business: Mt
State Bit Services, Inc.; SJL Drilling Services, Inc.; South Miami Heavy Equipment. Inc. and John W,
Angelini Blasting Inc. in America and Industrial Investments Australia Finance Pty Limited in Australia.

The group also completed the acquisition of the minority interest in St Lawrence Explosives, [nc.; Dyno East
Xentucky. Inc. and Minnesota Explosives Company, Inc.

Subsequent events

On 16 January 2007 the group acquired 29.9 per cent of Fabchem China Limited an explosives
zompany listed on the Singapore Stock Exchange. The investment is part of the strategic plan of the
group 1o access the growing Chinese market. The transaction is expected to have a minor impact on the
group’s earnings in 2007 and funding for the acquisition will be drawn from existing facilities.

On 13 February 2007, the Company announced it will proceed with the construction of an AN facility’
based in Moranbah, Queensland. which will have the capacity to produce in excess of 330,000 tonnes
per annum, The Company has finalised long-term commitments with three key customers. The toial’
project cost is in the vicinity of A$520million. Project commissioning is expected to commence in
fourth quarter 2008 with production to commence from first quarter 2009,

On | February 2007, the Company acquired 100% of the shares of Tradestar Cmporatmn
{"Tradestar™), a custom manufacturing facility for specialized bulk exploswes delwery systems and
maobile manufacturing plants for bulk explosives.

Future developments )
1. ceoe
Disclosure of information regarding likely developments in the operations of the Company in future
financial years and the expected results of those operations is'likely to result in unredsonable prejudice -
10 the Company. Accordingly, this information has not been disclosed in this report,

T - , te

Environmental regulations L L W

. LN - . - . H
The group make use of an environmental, health and safety maragement System origirially':
implemented in 1997. The system is based on Det Norske Veritag ("DNV’ *} Interriational Safety
Rating System and International Environmental Rating System but tailor- made for the company s
explosive industry activities. Feed-back provided by the Management System Audit program assnsls
sile management in determining compliance with ail elements of the §ystem, and the requirements of
other environmental management systems such as [SO 14001 and Eco-Management and Audit Scheme
(“EMAS™). The use of this system assists in positioning the Company 1o not, only comply with
applicable environmental regulations for its operations, but to move beyond regulatory reqwremenls 50,
as to provide strategic value. R T
The nature of the group's operations is subject to env:ronmemal legislation and regulatlons and
relevant sites hold all requisite environmental Ilcenccs i C o
No envirenmental fines were imposed or prosecutions initiated against any of the companies within the
group in 2006 and there were zero Category 3 environmental incidents (US$0.1 millien to US
$imillion clean-up costs) during this period. Environmental achievements in 2006 include corrécting
contamination issues identified in the sites of new acquisitions and from past operations. A number of
remediation projects were successfully completed to comply with state and federal regulations and
Dyno Nobel continues to identify and correct any environmental issues arising.

Dividend
The directors of Dyno Nobel did not determine to pay a dividend during the reporting period.
The dividends disclosed in this financial report are dividends that were declared and paid out of the

pre-acquisition profits of Dyno Nobel Holding ASA to the previous holders of the equity in Dyno
Nobel Holding ASA. The dividends totalled US$648.2 million.



The directors of Dyno Nobel have determined to pay an unfranked dividend of AUD 2.8 cents pes
share on 27 April 2007. This dividend equates to 45% of consolidated net profit after tax, for the half-
year ended 31 December 2006. The record date for the dividend is 3 April 2007. The Board has also
determined to commence operation of the Company’s dividend reinvestment plan (“DRP™) and eligible
shareholders will be able to participate in the DRP in relation to the dividend. The DRP is optional and
an information booklet and application form has been provided to shareholders for their consideration.
Completed application forms must be received by the Company by no later than 5.00pm (Sydney time)
on 3 April 2007 in order to be effective.

Indemnification of directors and officers

During the financial year, the insurance and indemnity arrangements discussed below were in place
concerning directors and officers of Dyno Nobel.

The Company has entered into a Director's Deed of Indemnity, Access and Insurance with each
director regarding access to Board papers, indemnity and insurance. Each Deed provides:

(a}  an ongoing and unlimited indemnity to the retevant director against liability incurred by that
director in or arising out of the conduct of the business of the Company or any of its subsidiaries
or any act or omission of the director in their capacity as a director of the Company or as a
director or officer of any of its subsidiaries. The indemnity is given "to the relevant extent”,
namely:

(i) to the extent that the Company is not excluded by law from doing so;

(ii) to the extent and for the amount that the director is not otherwise entitled to be indemnified
and is not actually indemnified by another person {including any subsidiary or an insurer
under any insurance policy); and

(iii) where the liability is incurred in or arising out of the conduct of the business of another
corporation or in the discharge of the duties of the director in relation to another
corporation, to the extent and for the amount that the director is not entitled to be
indemnified and is not actually indemnified out of the assets of that corporation;

(b) that the Company will maintain, for the term of each director's appointment and for at least 7
years following cessation of that office, an insurance policy for the benefit of each director
which insures the director against liability for acts or omissions of that director in the capacity or
former capacity as a director of the Company; and

(¢}  the director with a right of access to Board papers relating to the director’s period of appointment
as a director of the Company for a period of at least 7 years following thal director's cessation of
office. Access is permitied where the director is, or where there is a reasonable prospect that the
director will be, defending legal proceedings or appearing before any inquiry or hearing of a
government agency where the proceedings, inquiry or hearing relates (o an act or omission of the
director in performing the director's duties to the Company during the director's period of
appointment.

[n addition to the Deed, Rule 74 of the Company's Constitution requires the Company to indemnify
each "officer” of the Company and out of the assets of the Company "to the relevant extent” against
any liability incurred by the officer in or arising out of the conduct of the business of the Company or
in or arising out of the discharge of the duties of the officer. For this purpose, "officer” includes a
director or secretary, and former director or secretary, of the Company. The indemnity applies only "to
the relevant extent” (as defined above).

During the financial year ended 31 December 2006, the Company has paid or agreed to pay a premium
in respect of a contract of insurance insuring the directors and secretaries of the Company and its
related bodies corporate against certain liabilities including that capacity. Disclosure of the total
amount of the premium and the nature of the liabilities in respect of such insurance is prohibited by the
contract of insurance.

Zyro Nene, Lomte
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Directors” meetings |

The following table sets out the number of dlreclors meetings (including meetings of Board
commitiees) held during the financial year and the number of meetings attended by each of the
directors of the Company during the year. During the financial year, nine board meetings; four
Remuneration and Nomination Committee meetings, seven Audit and Compliance Committee
meetings and five Safety and Operational Risk Committee meetings were held.

]

Board meetings of Directors' Sub-Committee Meetings Directors’ Short Notice Meetings
the Company

. Mectings h'evllgawﬂll:l?: a ' Meetings Maoetings held Mootings Meetings held
Directors attended Director attended while a Director [ attended  while a Director
R Bishop 3 3 . - - -
N Peterson ' 3 3 - - - -
M Carapiet | 3 3 - C - - -
N Watson ’ 3 3 - - - -
G Tomlinson * 8 9 = I 4 6
R Harnett ¢ 9 9 0 I 4 6
R Keller® 9 9 0 i 4 6
J Muir* 9 9 0 I 5 6
P Richards 9 9 0 i 5 6
D Walsh * 9 9 ] i .5 6
D wills 5 5 0 - ] 2 2

(i) Appuinted as a Director on { January 2006, Resigned as a Dfrecror on 16 Februarv 2006.
(2) Appointed as a irector on (6 February 2006. : '
(3} . Appointed as a Director on 21 February 2006.
(4} Appointed as a Director on 18 August 2006.

‘ Remuneration and Nomination
Audit and Compliance Committee Safcty and Operational Risk  + Committee meetings of the Company
meetings of the Company attended by Committee meetings ¢f the Campany attended by members of the Committee
members of the Committec and the attended by members of the ! and the Directors
Directors Committee and the Directors
Meetings Meetings '
Directors Meetings held attended held " Meetings attended Meetings held Meetings attended
G Tomlinson 6 4 ' ] 5 ) 4 2
F. Harnett *’ 6 5 5 4 4 4
R Keller 7’ 6 4 5 5 4 4
J Muir 7 6 6 5 3 4 2
F Richards 6 6 5 - 4 4 3
[ Walsh "/ 6 6 5 4 4’ 4
[ Wills / 2 2 2 2 3 i
(1) Awdit and Contpliance Committee AMenibers
{2) Safery and Operational Risk Committee Members
f3) Remuneration Committee

All directors are entitled to attend the Board Committee meetings




Loans to directors and executives

There are no loans to directors or executives.

Directors’ shareholdings

Directors Ordinary shares
Geoff Tomlinson 42,194
Ralph Harnett 42,194
Rod Keller 21,097
John Muir ’ 42,194
David Walsh 42,194
David Wills . 20,000
Peter Richards 3,809,154

S'hare.pption‘s gﬁmted to directors and the most highly remunerated officers

Options over unissued ordinary shares of Dyno Nobel during or since the end of the year are as
follows:

Name Numher of Options granted
Peter Richards - 5,000,000
Tim Fry : C ‘ ) 1,500,000
Shane Gannon r o 1,500,000
Lars Johansen : ! ' : ) 1.500.000
David Mairs ’ - 1,500.000
Richard Shea 1,500,000
John Feasler * 750,000

! David Mairs retived during the year and under the terms of his agreement nvo thirds of the options, heing unvested, lupsed

’John Feasler retired during the year and in accordance to the rules of ESOP, the options, being unvested, lapsed.

The options were granted under ESOP on 6 April 2006, in connection with the listing of the Company
on the ASX. '

No options have been issucd since the end of the year.

Shares under option

Unissued ordinary shares of Dyno Nobel under option at the date of this report are as follows:

Date options granted Expiry date Issue price of shares Number under option
06.04.06 31.12.2010 A$2.37 6,716,177
06.04.06 ' 31.12.2011 A$237 6,716,177
06.04.06 31.12.2002 A$237 6,716,178

Dyrio Nabel Limited
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Remuneration report

The remuneration report is set out under the following main headings:

Remuneration policy and structure
Details of remuneration
Comparative disclosures

Service agreements

Share-based compensation
Additional information

MMmg O E e

The information provided under Sections A-E includes remuneration disclosures that are required
under Accounting Standard AASB 124 Related Party Disclosures (“AASB 124”). These disclosures
have been audited. The disclosures in Section F are additional disclosures, required by the Corporations
Act 2001 and the Corporations Regulations 2001, which have not been audited. In this report a
reference to ‘Key Management Personnel’ (“KMP™) is a reference to key management personnel as
defined in AASB 124 and the ‘five named executives’ as outlined in section 300A of the Corporations
ACT 2001. For the purposes of this report, KMP have been separated into the folldwing cafegories:
non-executive directors, executive directors and senior executives.

A Remuneration policy and structure (audited)

The Remuneration and Nomination Committee (“Remuneration Commitiee”) is responsible for
ensuring that the Company has coherent remuneration policies and practices which enable it to' attract
and retain directors, executives and employees who will generate sustained business performance,
create value for shareholders and support the Company’s goals and values. Information regarding the
role of the Remuneration Committee is set out in its charter. The charter is available in the sharcholder
centre section of the Company’s website (www.dynonobel.com).

The Remuneration Commitiee meels at least four times a year. The following nen-executive directors
were members of the committee during the year: -

*  RodKeller - éhairman
¢  Ralph Harnett
¢ David Walsh

The Remuneration Commitiee has access (o external remuneration consultants to provide independer}i_,
advice and market insights as required.

The current remuneration framework was designed to drive performance and retain executives through
the IPO and initial period as a listed entity. The framework provides for a balance of fixed and
performance-related remuneration. The performance-related remuneration components of the executive
reward package currently focus predominantly on increasing earnings per share ‘and uitimately
therefore increasing the value of the Company to sharcholders.

The remuneration structure for non-executive directors is necessarily different to the structure
empleyed for the executive directors and senior executives and does not incorporate any performance
related remuneration or retirement benefits.



Remuneration report fcont)...
Non-executive directors remuneration policy

Fees and payments to non-executive directors reflect the responsibilities of, and the time demands
required of, each non-executive director to discharge their duties. The remuneration level of the non-
exccutive directors is not linked to performance, in order to maintain their independence and
impartiality.

[n setting fee levels for the non-executive directors, the Remuneration Committee takes into account
the following factors:

* the Company’s remuneration policies;

* independent professional advice;

« the general time commitment required for non-executive directors and the risks associated with
discharging the duties attached 1o the role of non-executive director; and

* the level of remuneration necessary Lo attract and retain non-executive directors of a suitable
calibre by reference 1o fees paid by comparable companies as advised by external independent
consultants.

Non-executive directors’ fees, including committee fees, are set by the Board within the overall
aggregate cap fixed by the shareholders. Currently the aggregate cap is US$0.904 million (AS$1.2
million). For the year ended 31 December 2006, the non-executive directors received a base fee at the
rate of US$72,000 per annum {A$95,000 per annum) and the Chairman received a base fee at the rate
of US$208,000 per annum (A$275,000 per annum), reflecting the responsibility of his role and greater
time commitment required. Non-executive directors who sit on additional committees such as the Audit
and Compliance Committee, the Remuneration and Nomination Committee and the Safety and
Operational Risk Committee, receivé an additional 10% of the base fee or 20% if the non-executive
director chairs a committee. These fees include compulsory superannuation contributions.

Dlrectors are enmled to be relmbursed for all reasonable out of pocket expenses incurred in carrying
out théir duties.

Apart from compulsory superannuation contributions, no retirement allowances are paid to non-
executlve dlrectors The fee pollcy Wl|| be reviewed penodlcally to ensure that fees are consistent with

Executive director and senior executive remuneration policy

Remuneration of the executive director and other senior executives (collectively, ™ senior executives”)
can be categorised under the following key remuneration components:

Fixed remuneration

The total remuneration packages of all senior executives contain a fixed remuneration component. This
is expressed as a specific amount that an executive may take in a form agreed with the Company, and is
set at a level to reflect the market rate for comparable roles as advised by external independent
consultants. The setting of fixed remuneration also takes into account the individual’s experience and
performance, particularly the performance of the business units within his/her control and the
contribution of the executive to the overall performance of the Company.

Senior executives may elect to receive cash or general benefits, in accordance with the policies of the
Company.

Do Nobe! Limitec
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Short-term incentives — Annual Incentive Plan (“AIP”)}
Short-term incentives are delivered through the AIP. The objectives of the AIP are to:

v+ strengthen the link between remuneration and business performance;
»  align individual efforts with strategic organisational objectives; and:
* align objectives across Dyno Nobel to build teamwork at local and business unit levels.

The AIP provides the opportunity to earn annual cash reward based on the achievement of specific key
performance indicators (“KPIs”). Each individual’s cash opportunity is based on a percentage of fixed
remuneration ranging from 17.5 per cent to 70 per cent,

The AIP has goals split between financial and non-financial performance measvres, Currently the AP
has a weighting of 80 per cent of KPIs relating to financial performance and 20 per cent to non-
financial performance. ‘

The financia! performance measures typicatly contain one or more of global earnings before mterest
tax, depreciation and amortisation (“EBITDA™), business unit EBITDA and earnings per share )
{"EPS™).

The Board considered increasing carnings per share to be the appropriate focus in this IPO year and the
initial period as a listed entity. Therefore, the Board adopted the above financial measures to be the
appropriate performance measures for the AP,

I'he Remuncration Committee sets threshold, target and stretch financial targets. At the end of the .
financial year. in line with their charter, the Remuneration Committee assesses the level of performance
against these targets based on the audited financial results (and additional internal financial information
where appropriate) and determines the extent 1o which the financial targets have been achieved. The
focus on the use of audited financial results ensures transparency in the determmauon of performance

The non-financial performance measures are carefully selected to align executives with the strategic
objectives and values of the Company. In 2006, these performance measures included global safety
measures. Other non-financial performance measures are being introduced in 2007.

Safety targets are mcorporated as performance measures into the AIP as the group has an'ongoing
commitment to the health and safely of its employees and contractors as one of its core values. Sen_ior .
executives of the group have endorsed and initiated policies on safety, asset protection and injury
management through all sites and actively support preventative initiatives. Dyno Nobel’s Safety
Management System is the centrepiece of the group’s prevqn}a_t.ive program.

Long-term incentives (“LTI") — Executive Share Option Plan (“ESOP™) )
The ESOP is designed to reward ongoing performance and encourage retention. Currently, the ESOP
focuses on linking executive reward with earnings per share growth, The ESOP goals will be rev1ewed
going forward to ensure that they are consistent with the Company's growth strategy.

Under the ESOP, the Company may offer options to eligible employees of the Company as determined
by the Board in its discretion and in accordance with the rules of ESOP and applicable law. Options are
issucd to eligible employees for no consideration. The options are not quoted securities and do not
confer the right to panicipate in dividends or new issues of shares.

Vesting and exercising conditions may include one or mare performance hurdles or criteria. The
performance condition for the grant awarded this year is outlined in the table below.

" oage .
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The ESOP was offered on 6 April 2006, in connection with the Company’s listing on the ASX, to the
CEQ and other eligible senior executives of the Company and mandated that the allocation of the initial
offer of options be assessed in three equal tranches:

Grant date Vesting conditions IT vesting conditions nol met Eapiry date

Tranche | 06.04.2006 Vest on 31,12.2006 if the Company's carnings per 5% of Tranche | options lapse 31.12.2010

share for the financial year ending 31 12,2006 is immediately

equal 1o or exceeds LIS$0.076 per share. 50% ol Tranche | oplions are to

be retested ‘in 2007

Tranche 2 06.04.2006 Vest on 31.12.2007 if the Company’s earnings per 100% of Tranche 2 options and 31122001

share for the financial vear ending 31.§12.2007 is 50% 'I'ranche | options are to be

equal 10 or exceeds US$0,099 per share. retested ! in 2008,
Tranche 3 06.04.2006 Vest on 31.12.2008 if the Company’s earnings per All autstanding options 31122012

share for the financial year ending 31.12 2008 must immediateby lapse.
be equal or exceed USS$0.108 per share.- '

!if the vesting performance conditions are not me, then the stipulated % of unvesied options are carried forward and measured
against the subsequent performance conditions.

The ESOP grants were structured with staggered vesting to provide an on-going retention mechanism
and reward executives gradually for their efforts during this challenging period.

EPS was selected as the measure for the grants made this year under the ESOP due to Dyno Nobel’s
focus on growing EPS following its listing and the fact that EPS is one of a small number of generally
accepted long-term incentive performance measure.

The Company's EPS for a financial year is calculated by reference to the Company’s audited
consolidated net profit after tax and the average weighted number of shares on issue at year end. At the
end of the financial year, in line with their charter, the Remuneration Committee receives a copy of the
audited financial statements and assesses the level of performance achieved by the Company against
the targets outlined above. This method of assessment was selected as the audited results provide a
transparent assessment of performance. o

As set out in the table above, the grants'made this year incorporate retesting. The Remuneration
Committee determined retesting to be appropriate due to the challenges that the business will face
during the initial period from IPO, the challenging targets set (averaging an increase of 19 per cent per
annum) and the commercial need to appropriately motivate and retain executives through this period.
The EPS targets increase incrementally each year, Any portion of the award that is retested will be
subject to the higher EPS target in the following year.

Where a participant resigns from the Company, under the terms of the ESOP and unless the Board
determines otherwise, vested options may be exercised during the 30 day period following the
cessation of employment, after which time the options will lapse. Ali other options will lapse on the
date of cessation of employment,

Options exercised under the ESOP can be satisfied by the Company by either purchasing shares on
market or issuing new shares.

Link between remuneration and performance

A significant portion of the CEO’s and other senior executives’ remuneration is “at risk” (see table on
page 18) and is aligned to the group, business unit and individual performance.

In the opinion of the directors, the Company’s remuneration policies have contributed to the
Company's performance in 2006 as demonstrated by the following table which tracks and compares
key measures of company performance against the prospectus forccasts. There have been no dividends
issued or returns of capital since listing , however, in accordance with the dividend policy outlined in
the prospectus, the directors of Dyno Nobel have determined to pay an unfranked dividend of AUD 2.8
cents per share on 27 April 2007.

2006 Actual 2006 Prospectus % Increase
EPS (US cents) 10.35 7.6 36
Net profit after tax (“NPAT"} (US§
millions) 8330 61.6 36

Dync Nobel Lymied
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Remuneration repori (cont) ... _ J
B Details of remuneration (audited)
Amounts of remuneration

Details of the remuneration of the directors and the key management personnel of Dyno Nobel and the
group are set out in the following tables.

The KMP of Dyno Nabel include the directors set out below:

*  Geoff Tomlinson - Chairman, non-executive director

¢ Peter Richards - CEQ, executive director

*  Ralph Harnett - non-executive director

* Rod Keller - non-executive director -
+  John Muir - non -executive director o .,
s David Walsh - non-executive director
+  David Wills - non-executive director

Robin Bishop, Michae! Carapier, Nicholas Peterson and Neil Watson were directors from 4 January 2006 (being date of
incorporation} to 16 February 2006 and did not receive remuneration from the Company or the group, .

The KMP of the group are the directors of Dyno Nobel as set out above and those executwes that
report directly to the CEO. This includes the five group executives who received the highest
remuneration for the year ended 31 December 2006. The executives are:

*  Peter Richards - CEO

«  Tim Fry —President - Dyno Nobel Asia Pacific

*  Shane Gannon - Chief Financial Officer

¢ Lars Johansen - President, Dyno Nobel America

*  Richard Shea - Senior Vice President- General Counsel

*  John Feasler - Chief Operating Officer, Dyno Nobel America-retired | May 2006
«  David Mairs - President, Dyno Nobe] Canada- retired 30 November 2006




Remuneration report (coni)...

KMP remuneration (which includes the 5 highest remunerated executives of the Company and the group):

) Share-based
Short-term benefits Post-employment benefits payment

Cash salary & Cash Other Super- Termination Performunce

fees bonus " benefits© annuation /' benefits /! Options Total * related
2006 Uss' (H3 8 uss’ Uss' uss’ uUss Liss: Y
Non-executive
directors ™"
GeofT Tomlinson 172,522 - - 18,133 - - 190,655
Ralph Harnett ' 74910 - - - - R 74910 .
Rod Keller 73,182 - - 6563 - - 79745 -
John Muir ' 24,241 - - 56.912 - - 81.153 -
David Walsh 52,955 - - 28,198 - - 81,153 .
David Wills 26,800 - - 2412 - - 29212 -
Sub-tolal non- ‘
executive direclors 424 610 - - 112218 - - 536,828 -
Executive director
Peter Richards " 545,653 192,577 - 41,901 - 714,024 1,494,155 60 68
Sub-toral directors 970,263 192,577 - 154,119 - 714.024 2.030,983 B
Executives
Tim Fry* 303,993 137,497 - 36,480 - 164,545 642 515 ENRH
Shane Gannon ™ 252,787 102,607 - 22,751 . 164,543 542,690 4923
Lars Johansen * 370,000 168,176 23,568 18,100 - 164,545 744,389 4470
Richard Shea * 275,000 109,812 14,882 18,100 - 164,545 582,339 4011
David Mairs ** 283,661 - 868 10,415 815,406 164,545 1,274,895 12.51
John Feasler * 145,097 - 40,467 92,650 620,000 - 898,214 1,60
Sub-total executives 1,630,538 518,092 79,785 198.496 1,435 406 822725 4,685,042 -
Total 2,657,713 710,669 79,785 295,703 1,435,406 1,536,749 6,716,025 -
Company lotals - - - - - - - .
Group lotals 2657,713 710,669 79,783 295,703 1,435,406 £,536,749 6,716,025 -

LAl non-executives directors, except for Rod Keller and David Wills, were appointed on 16 February 2006, Rod Keller way appoinied an 21 February 2006 amd Daved Widls i 18
Auguss 2066, .

! Peter Richards was appomted CEQ with effect from | December 2006. Prior to that dute, he wax Senior Vice Pressdent, Dvno Nobel America.

* Appomted 6 February 2006,

? Jahn Feasler retired I May 2006 and David Mais renred 30 November 20006,

3n accordunce with the prospectus. thexe executrves received an PO Uffering Bonus, winch wos bused on the stvesiment performance earned by the previows holdves of the oy
("previous owners ") i Dyno Nobel Holdings ASA. These bontses were paid by the previous owners and wot by Dyna Nobel and have not beern incladed i the remuneration dnelosed
in the above table. However fur information purpoyes these are devershed on page 18

8 fn acevrdunce with reverse aoquisttion accounttng, the remuneration listed abuve hay been doetaved ay from | lonuary 2000 excepr for thase directirs executives appoted deeng
the vear,

P These henefits tm.‘l‘ud‘: relocation costs, medical benefin, hife ;m-umm-e and condy asotiated wih services related to emplayment.

" A8 converted 1o 183 ar exchunge rate ().7535. . ’

Y08 converted to USS at exchange rete 08581,

¥ Cash bonuses are short-term benefits, granted in relaion fo performuance during the financeal year ended 31 December 2006, on the bavis of criterta sel out on puge 1. The
executives must be employed by o group member ai 31 December 2006 1w be eligrble ta receive the incenve payment. The cash buntses have been accrued und were approved fir
paymeni and were patd on 16 March 2007,

' Superanneation meludes superannuation contribulions made in Austratio and defined benefits plan payments made in America.

Plepresents payments made on retirement thal were paid 1o each executive on cessation of their employment.
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Remuneration report (cont) ...
Other transactions with KMP

On listing in April 2006, as described in the prospectus, certain senior executives of the newly listed
entity were granted the following by the previous owners. The costs of these transactions were met by
the equity hotders of Dyno Nobel prior to the IPO. Included in the terms of the issue of the potential *
shares, appropriate funds to settle the issue or purchase of the shares, have been set aside by the
previous owners to the level of the PO issue price of A$2.37.

Management investment shares
Senior executives were granted the right to invest in Dyno Nobel, following a personal contribution, in

both ordinary and cumulative redeemable preference shares on the same financial terms as the previous
owners. The number of shares issued and the contribution by these KMP are set out in the table below:

Management investment Contribution by KMP Number of shares issued
shares-KMP Uss'ong’

P Richards 1,900 2.754.217

F Fry 760 1,101,687

1. Johansen 570 604,648

R Shea 570 604,948

J Feasler 760 805,598

48 converted o LSS at rate af 0.76 being the exchange rafe af date of payment.

Offering bonus

Senior executives were also entitled to receive a bonus, in the form of cash and shares.

Offering bonus Cash bonus Shares issued on Potential shares ’
. 1 listing /
USS'000
P Richards 1,463 1,054,937 632,9H
L. Johansen 585 331519 337,519
R Shea 488 281,256 281,256
I Feasler 385 225,013 281,256

! The vhares ssswed af histing are held in escrow until 7 October 2007,

I The termy of the offering bonus alve vipulated that ancther tranche af vhares (“potential viores ") wenld be aped should the
directory statutory furecast of an NPAT of USS61.6 mithon be muit for 2000, As the werger was mel, theve vhares will be provided
1 2007, These shares will alvo be held in excrow unnt 7 October 2007,

L AN converted ter USS af raie of 11731302 hewmg the exchange rate of grant date.

David Mairs, former President, Dyno Nobel Canada Inc., owns a company which received rent in
relation to the leasing of office/warehouse facilities 1o the group. The transactions were made on
normal terms and conditions and at market rates. The rental for 2006 was USS$i80,000
(2005:US$180,000). .

No sign-on payments were made to any KMP,

John Muir, a non-executive director, received consultancy fees on behalf of an associated entity, Detnet
International Limited. These services were provided on normal terms and conditions and at market
rates and concluded in November 2006. The total fees received, including travel reimbursements,
totalled US$36,063 (2005: Nil).

Nere oomren
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Remuneration report {cont) ...
C. Comparative Disclosures (audited)

In accordance with the reverse acquisition accounting requirements of AASB 3, the annual report for
the Dyno Nobel consolidated entity is regarded as a continuation of the financial statements of the
accounting acquirer, Dyno Nobel Holdings ASA. Accordingly, consolidated comparatives are required
to be shown for 2005. Set out below are two tables disclosing the 2005 comparatives. Table |
highlights the KMP that would have influenced and directed the Company and the group if the currem
Company structure existed in 2005.

As Dyno Nobel was incorporated in February 2006, the Company had no directors, company secretary
ot KMP in 2005, -

Share-
based
Short-term benefits Post-employmeni benefits payments
Cash salary Cash Other Super- Termination Performance
& fees bonus Benefits © annuation * benefis * Options Total related
KMP 200% Uss Uss uss Uss LiSs Uss Uss %
Group executives
Peter Richards * 506,199 178,633 46,271 41,931 - - 773,040 nn
Tim Fry ’ 265,695 IIQ,880 . 114,167 31,525 - - 323.267 AL
Lars Johansen 196,730 211,764 10,068 9,245 - - 427,808 4950
David Mairs 214967 200,794 892 11,817 - - 488,470 EIR D
Richard Shea 187,186 172,815 815,952 8,798 - - 1,184,751 1159
fohn Muir ** 351,000 150,158 - 42120 131,505 . 674,733 2228
John Feasler 262,499 192,926 30,204 19,580 - - 505.209 38.19
Totals 2,045,276 1,217,970 1,017,560 165,017 131,505 - 4,577,328 -

! Payments were made 1o Peter Rechards i lns position as Semor Fiee Prevident, Dvno Nobel North Amerca

2 AS converted 10 USS at exchungy rate 11,7300,
YO8 converted 1o USS ut exchange rate 0.8445. '

* John Muir joimed the Dyno Nobel Holdngs group tn 1992, was apposnted Semior Vice Prevident Asta Pacific in 1995 und reveed from executive duties v 31 Decermber

2005 L _
? Superanruation includes superannugiton contributions made i1 Awsiralia, and defined benefin plan peayments made i North America,
* Represents payments mude on wermination that were potd to voch executive om cevsaion of their emplayment,

T These benefits include relocanon costs, medical benefits, and costy avsoctated with services related tor emplayment,

Table 2 highlights those KMP that influenced and directed the former Dyno Nobel Holdings ASA
group that are not KMPs in 2006.

Shure-
based
Short-term benefits Post-employment benefits paymenis
Performance
Cash salary Cash Other Super- Termination
& fees benus benefits annuation benefit Options Totals related
KMP 2005 USS USS USS (I3 USS Uss Uss Y
Group exectitive
Dag Mejdell 411,013 143,854 - 49,322 - - 604,189 2381
Totals 411,013 143 854 - 49,322 - - 604,189 -

The five highest remunerated group executives for 2005 are included in the above tables.

Other transactions with KMP

Under the Dyno Nobel Holdings ASA Management Scheme 2000 as amended, certain senior
executives were invited to participate in a warranl scheme, which entitled the executives to an equity
interest in the Company on the realisation of the sale of the shares of Dyno Holding ASA group. The
Dyno Holdings ASA group was sold in November 2003.

The Company’s CEQ, Peter Richards, was a senior manager of the Dyno Nobel Holdings ASA group.
In 2005, Mr. Richards received US$2.43 million under the scheme,

Dyno Nobe! Limiteq
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John Muir, a current non-executive director, who was a senior manager of the Dyno Nobel Holdings
ASA group, received US$2.14 million under the scheme.

The following KMP also participated in the scheme and received the following:
T. Fry, US$2.46 million; L. Johansen, US$0.47 million; R. Shea, US$0.24 million and J.Feasler
USS$!.3 million,

D Service agreements (audited)

Remuneration and other terms of employment of the CEQ, Chief Financial Officer and other KMP are
formalised in service agreements, Each of these agreements provides for performance-based cash
bonuscs, other benefits where applicable, and where eligible, participation in ESOP, or in any future
employee share plan. Other major provisions of the agreements relating to remuneration are set out
below.

The salaries are reviewed in September each year and take effect from | January of the following year,

Summary of specific terms

Fixed annual

. - Eligible for
Terms of remuneration Notice period Natice period by performance
Name agreement USS by executive’ Dyno Nabel ! bonus
Fixed to

Peter Richards 30 November 2008 600,000 9 months 9 months Yes
Tim Fry Open 353,000 2 month 2 month Yes
Shane Gannon Open 303,000 6 months " 6 months Yes
Lars Johansen Open 370,000 6 months 6 months Yes
Richard Shea Open 275,000 3 months 3 months Yes

! Fixed annual remunération, inelusive of superannuation/pension, is reviewed annually by the Remuneranion and Nomination
Committee. The amounis set oui in the table above are the executives’ annual remunerations at 31 December 2006.

? Yermination withous the necessary notice requires the pro-rata payment of the total remuneration package and cash bonuses due
over the balance of the notice perind. '

! Ternnnation payment pavable if yno Nobel terminates the executive s employment.

f KMP excluded from the abave table include D Mairs and J Feasler as they retived in 2006.



E Share-based compensation (audited)

Options under ESOP

Options are granted under the ESOP for no consideration to the employee. The initial options granted
vest annually over a three-year period and are received in three equal tranches. Vesting is based on the

performance conditions outlined on page 15.

The terms and conditions of each grant of options affecting remuneration in this or future reporting
periods are as follows:

Graot date Number Vest date Expiry date Exercise price Value per option Date
granted exercisable
AS ' Uss AS’ uss
06.04.2006 4,416,667 | 31.12.2006 31122010 237 1.73 04122 | 030 07.04.2007*
31.12.2010°
06.04.2006 4,416,667 | 31.12.2007 311220110 137 1.73 0.4821 0.35 31.03,2008
34220017
06.04.2006 4416666 | 31.12.2008 31.12.2012 237 1.73 05424 | 040 31.03.2009°
301220127
Total 13,250,000

A$ converted to USS at rate of 0.731302 being the exchunge rate at grant dute.
248 converted 10 US3 at rate of 0.731502 being the exchange rate at grant dare,
*First date options become exercisable, if performance conditions are met.
‘Lasi date options become exercisable, if performance conditions are mel.

Options granted carry no dividend or voting rights.

No options are exercisable until at least 12 months after 7 April 2006, being the first date on which the
Company’s ghare’s were officially quoted on the ASX.

When exercidable, éach option is convertible into one ordinary share of Dyno Nobel.
The exercise price is the final issue price for the [PO.
- 1 . .

Options may only be exercised during the 30-day period immediately following the announcement of
the Company’s half yearly or annual financial results. -

Where a participant leaves the company, the terms of the ESOP prescribe that all vested options may be
exercised during the 30 day period following the cessation of employment. All other options will lapse
on the date of cessation of employment, '

The total of options issued under any LTI plan cannot exceed 5% of the total number of issued shares.
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Remunerarion report{cant)...

Details of the options over ordinary shares in the Company provided as remuneration to each of the

directors of Dyno Nobel and each of the KMP of the group are set out below,

Number of options vested during the
Name Number of options granted during the year year
2006 2005’ 2006 2005’
Directors of Dyno Nobel
Peter Richards 5,000,000 * 1,666,667 -
Orther KMP -
Tim Fry 1,500,000 500,000 -
Shane Gannan 1,500,000 500,000 -
Lars Johansen 1,500,000 500,000 Lo -
Richard Shea 1,500,000 560,000 -
David Mairs * 1.500.000 500,000 -
John Feasler 750.000 -?
13,250.0060 4,160,667

" David Mairs retived on 30 November 2006 and under the terms of his agreement the first tranche of his options were vested at

34.42.2006.

*John Feasler retired on | May 2006 and in accordance with the rules of ESOP, the unvested option were forfeited.

'The Company was incorporated on { January 2006 and therefore no options were granied or vesied during 2005,

* In accordance with the prospecius Mr. Richards was entitled 10 be issued with 6,044,560 options. Mr. Richards elected to be granted
only 5.000,000 at the inception of the ESOP.

The assessed fair value at grant date of options to the individuals is allocated equally over the petiod
from grant date to vesting date. The current vear’s portion is included, in the remuneration tables above.
Fair values at grant date are lndependently determined using a Black-SchoIes opnon pricing model that
takes into account the exercise price, the terms of the option, the lmpacl of dilution, the share price at
grant date, expected price volatility of the underlying share, the expected dividend yield and the risk-
free interest rate for the term of the optien. '

The model inputs for the grants during the year ended 31 December 2006 included:

a)
b)

c)
d)
e)

f)

g)
h)

oplions are granled for no consideration,
exercise price: A$2.37: USS 1.73 (convcrted at ‘an exchange rate of 0 731502 at grant

date),
grant date: 06 .04.2006,

expiry date: Tranche | :31.12. éOIO Franche 231 12 2011; Tranche 3:31.12.2012,
share price at grant date: A$2.37: US$1.73 (converted at an exchange rate of 0.731502 at

grant date),

expected price volatitity of the Company’s shares: 21.135%,

expected dividend yield: 2.15%,
risk-free interest rate: 5.245%.

- s
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Remuneration report (coni)...

F Additional information {unaudited)

Details of remuneration: cash bonusés and options

For each cash bonus and grant of options included in the above tables, the percentage of the available
bonus or grant that has been paid, or that vested, in the year, and the percentage that was forfeited
because the person did not meet the service and performance criteria is set out below:

STI - Cash bonus

Financial ycars

Minimum total

Maximum total value

Year in which bonus value of cash - of bonus -

Name earned Paid  Forfeited is payable actual payment ' maximum available !

% % uss Uss
Peter Richards 2006 46 54 2007 - 422,000
Tim Fry 2006 64 36 2007 - 215,000
Shane Gannon 2006 52 48 2007 - 195,000
Lars Johansen 2006 65 s 2007 - 259,000
Richard Shea 2006 57 43 2007, - 196,000

! A minimum level of KPIs must be achieved before any bonuses are pard. Therefore the munimum potentiol value of cash bonuses, which were carned in

respect of the year, was mil.

 The maximum level of the bonuses hay been calculated on the basis the Company reaching the sirelch targel, which reprexents 1545 of worget.
* AS converted 1o USS at exchange rate 7535,

LTI - Employee share option plan (ESOP)

Year Financial years | Minimum total
Grante in which options | value of grant [ Maximum total value
Name d Vested / Forfeited | may vest”’ vel to vest * of grunt yet (o vest
% % LSS uss -
Peter Richards 2006 3333 0.00 2007 - -
2008 - 515.850
2009 - 88,207
Tim Fry 2006 33.33 0.00 2007 - -
2008 - 114,890
2009 . 18,998
Shane Gannen 2006 3333 0.00 2007 - -
2008 - 114,890
2009 - 18,998
Lars Johansen 2006 3333 0.00 2007 - -
2008 - 114,890
2009 - 18,998
Richard Shea 2006 3333 0.00 2007 - -
2008 - 114,890
2009 - 18,998
David Mairs * 2006 3313 66.67 2007 - -
John Feasler * 2006 0.00 100.00 2007 - -
! Tranche ! optiony are not exercesable unirl § Apred 2007,
248 converted to USS af rate of 0.731302 being the exchange rare ut grans dote,
! Daviet Murey retireed on 30 November 2006 and under the ferms uf ns agreement the fiest ivunche of options vested.
! John Feaster retired an | Muay 2006 amd wnder the teems of the agreement fupred,
? tptions vest over three yeur, provided the veviing condritons are met.
® No uptron will vest wnless the condinons are met, hence the mitimunt value of the nplion yet i ves i ail,
* The muximum value of the apiton yel i vest hay been determined avsuming the share price om the date the opiiany are exerened will not exceed 45345
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Remuneration report (cont)

The following table discloses the value of options granted, exercised or lapsed during the year:

A B C D E F

Options Options Oplions Aggregate of Value of options | Percentage

granted exercised lapsed columns A-C included in oftotal

. i remuneration
e | S e | o™ e
b that consists of
options
Name Lss’ uss’ Uss“ Uss’ uss’ %
Peter Richards 1,318,081 - - 1.318.081 714,024 45.9]
Tim Fry 208433 - - 208,433 164,545 2536
Shane Gannon 298413 - - 298 433 164, 545 29.25
Lars Juhansen 298,433 - - 308433 164,545 2046
Richard Shea 208433 - - 298,433 164,545 11.46
David Mairs 208,433 - (133.889) 164,545 164,545 13,59
John Feasler * 149,217 - (149.217) - - 0.00
2,959,463 - (283,106) 2,676,358 1,536,749 :

'D Mairs retired on 30 Navember 2006 and under the terms of his agreement, the first iranche of his opiions vested ar 31.12.2006.
2J Feasler retired on | May 2006 and under the terms of his agreemeni, the options lapsed.

" YAS converted 1o USS at rate of 0.731502 being the exchange rate at grant date.

"The value of the aptions granted during the period is recognised as remuneration over the vesting period of the grant, in
accordance with Australian accounting siandards.

A = The value at grant date calcutated in accordance with AASB 2 ‘Share-based Payment” of options granted during the year as pan
of remunetation. . )

B = The value at exercise date of optians granted that were granted as pant of the remuneration and were exercised during the year.
C = The value at lapse date of options that were granted as part of remuncration and that lapsed during the year. .

D= The aggregate of columns A -C.

I = The value a1 granted date expensed over the relevant period.

F = The percemage of the value of remuneration consisting of options, based on the value o1 grant date set out in column A.
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Non-audit services

-The directors are satisfied that the provision of non-audit services, during the year, by the auditor (or by
another person or firm on the auditor’s behalf) is compatible with the general standard of independence
for auditors imposed by the Corporations Act 2001, Details of amounts paid or payable to the auditor
for non-audit services provided during the year by the auditor are outlined in note 6 1o the financial
statements.

Auditor’s independence declaration

The auditor’s independence declaration is included on page 27.

Rounding off of amounts

The Company is a company of the kind referred to in ASIC Ctass Order 98/0100, dated 10 July 1998,
and in accordance with that Class Order amounts in the Directors’ report and the financial report are
rounded off to the nearest thousand dollars, unless otherwise indicated.

Signed in accordance with a resolution of the directors made pursuant to 5.298(2) of the Corporations

Act 2001.

On behalf of the directors

.
"
\T,LL

Geoff Tomlinson
Chairman

Sydney, 27 March 2007

Dyno Nobet Limwted
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27 March 2007

Dyno Nobel Limited

level 24

111 Pacitic Highwady ' . o
North Sydney ‘ .
NSW 2060

Dear Directors
AUDITOR’S INDEPENDENCE DECLARATION TO DYNO NOBEL LIMITED

In accordance with section 307C of the Corporations Act 2001, 1 am pleased to provide the following
declaration of independence to the directors of Dyno Naobel Limited.

As lead audit pantner for the audit of the financial statements of Dyno Nobel Limited for the year
cnded 31 December 2006, I declare that to the best of my knowledge and belief, there have been no
contraventions of:

. the auditor independence requirements of the Corporations Act 2001 in relation to the audit;
and
. any applicable code of professional conduct in relation to the audit.

Yours faithfully,
DQ&B\“"( (‘-{m T&\M&b&/\

DELOITTE TOUCHE TOHMATSU
B J Pollock

Partner
Chartered Accountants

Member of
Deloitte Touche Tohmatsu

Liubility limited by a scheme approved under Professional Standards Legislation,
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www.deloitte.com.au

Independent audit report to the members of
Dyno Nobel Limited

Scope
The financial report, compensation disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, cash flow statement. statement of
changes in equity, a summary of significant accounting policies and other explanatory notes and the
directors™ declaration for both Dyno Nobel Limited (the company) and the consolidated entity, for the
financial year ended 31 December 2006 as set out on pages 30 to 104. The consolidated entity
comprises the company and the entities it controlled at the year's end or from time to time during the
financial year. .

As permitted by the Corporations Regulations 2001, the company has disclosed information about the
compensation of key management personnel (“‘compensation disclosures”) as required by paragraphs
Aus 25.4 to Aus 25.7.2 of Accounting Standard AASB 124 Related Party Disclosures (“AASB 1247),
under the heading “remuneration report” on pages 13 to 25 of the directors’ report, and not in the
financial report. These compensation disclosures are identified in the directors’ report as being subject
to audit. The remuneration report also contains information not subject to audit.

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations Act 2001.
This includes responsibility for the maintenance of adequate financial records and internal controls
that are designed to prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report. The directors are also responsible for the preparation and
presentation of the compensation disclosures contained in the directors’ report in accordance with the
Corporations Regulations 2001,

Audit approach

We have conducted an independent audit of the financial report and compensation disclosures in order
to express an opinion on them to the members of the company. Our audit has been conducted in
accordance with Australian Auditing Standards to provide reasonable assurance whether the financial
report is free of material misstatement and the compensation disclosures comply with AASB 124. The
nature of an audit is influenced by factors such as the use of professional judgement, selective testing,
the inherent limitations of internal controls, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is
presented fairly in accordance with Accounting Standards in Australia and the Corporations Act 2001
so as to present a view which is consistent with our understanding of the company's and the
consolidated entity’s financial position, and performance as represented by the results of their

Member of
Deloitte Touche Tohmatsu

Liability limited by a scheme approved under Professional Standards Legislation,
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Deloitte.

operations, their changes in equity and their cash flows and whether the compensation disclosures
comply with AASB 124,

Our procedures included examination, on a test basis, of evidence supporting the amounts and other
disclosures in the financial report and the compensation disclosures in the directors’ report, and the
evaluation of accounting policies and significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our ‘audit was not designed to provide
assurance on internal controls.

The audit opinion expressed in this report has been formed on the above basis.

Audit Opinion

In our opinion: "

{1) the financial report of Dyno Nobel Limited is in accordance with the Cérporations Act 2001,
including: : -

(i)  giving a true and fair view of the company's and consolidated entity's financial position
as at 31 December 2006 and of their performance for the year ended on that date, and
L ' ' ) .
(ii) complying with Accounting Standards in Australia and the Corporations Regulations
2001 and ‘ - .-

{2y the compensation disclosures that are contained on page‘s. 13- 10 25 under, t‘he. Héading-
“remuneration report” of the directors; report comply with paragraphs Aus 25.4 to Aus 25.7.2 of
Accounting Standard AASB 124 Related Party Disclosures,

DELOITTE TOUCHE.TOHMATSU

B J Pollock

Partner

Chartered Accountants
Sydney, 27 March 2007
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Directors’ declaration
The direclors declare that, in the opinion of the directors of Dyno Nobel Limited,
(a) the financial statements and notes, set out on pages 31 - 104 (including the remuneration disclosures set

out on pages 13 - 25), are in accordance with the Corporations Act 2001, including:
(i) giving a true and fair view of the financial position of the Company and consolidated entity as at

31 December 2006 and of their performance, as represented by the results of their operations and

their cash flows, for the year ended on that date; and
(ii) complying with Accounting Standards in Australia; and

(b) the remuneration disclosures that are set out on pages 13 - 25 of the Directors’ Report comply with
Australian Accounting Standard AASB 124 "Related Party Disclosures” and the Corporations Act 20011

(c) there are reasonable grounds for believing that the Company will be able to pay its debts as and when
they become due and payable.

The directors have been given the declarations required by Section 295A of the Corparations Act 200/
from the Chief Executive Officer and the Chief Financial Officer for the financial year ended 31 December
2006.

Dated at Sydney this 27th day of March, 2007
Signed in accordance with a resolution of the directors made pursuant to 5.295 (3) of The Corporations -lct
200H.

Geoff Tomlinson.
Chairman
Sydney, 27 March 2007

[

Peter Richards
Director
Sydney, 27 March 2007

Dyne Nobe! Limited
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Income Statement for the financial year ended 31 December 2006

Consolidated Parent
2006 2005 2006
Note USS$'¢00 Uss$'000 US5000
Sales revenue 2 1,227,782 964.117 -
Other revenue 2 7.632 2,810 2,865
Other intome 2 3,882 2,076 -
1,239,296 969,003 2,865
Expenses , v
Raw materials and consumables used and finished goods "
purchascd for resale 572.616 411,778 -
Changes in inventories of Ninished goods and work in progress 4733 . (7.669) -
Purchased services 140.16) 164,311 764
Repairs and mainienance 36.690 37.911 -
Impairment of property. plant and equipment " 2,495 -
Outgoing freight 49,152 35.710 -
Depreciation and amortisation expense 34.700 35,199 o
Share based payments 2.522 - L LT09
Other employee benefit expenses 238.632 231.939 ' -
Share of net (profits)/losses of associates accounted for
using thz equity method 11 (6,952) (1.240) -
Other expenses 26,430 32,178 264
1,098,684 942,612 2,737
Profit from operations 140,612 26,391 128
Financial income 4.856 32,893 570
Financial expenses 3 (31,878) (9,794) (298)
Net financing cosls {27.022) 23,099 272
Profit before income tax expense 113,590 49,490 400
Income lax expense 4 (33.135) (15.269) -
Profit from continuing operations 80.455 34221 400
Profil from discontinued operations 28 2,795 479.270 -
Prafit for the vear 83.250 51349} 400
Profit aitributable 1o minority interest 18 (3.712) -
Profit attributable to members of Dyno Nobel Limited 83.288 509.779 400
Earnings per share:
Basic (cems per share) 22 10.35 63.26
Diluted {ccnts per share) 22 10.35 63.26
Earninps per share from continuing operations:
Basic (cents per share) 22 9.99 379
Diluted (cents per share) 22 9.99 179

3l

I'he above income statement should be read in conjunction with the accompanying notes.



Balance Sheet as at 31 December 2006

Consolidated

Parent

31 December

31 December

31 December

006 2008 006
Note USS 100 USS o0y LSS 000
ASSETS
Current assels
Cash and cash cquivalents 5 33,402 35,131 -
Trade and other receivables 7 159,625 653,433’ 7,148
[nventories 8 107,930 84,864 -
Current tax assets 4 7,500 4,523 -
Other 9 24,903 11,674 -
Total current assets 333,360 789,622 7,148
Non-current assels.
[nvestments accounted for using the equity method 11 53,687 49,154 -
Other financial assets 10 35,008 27,938 1,344,188
Property, plant and equipment 12 395,113 258,817 -
Deferred tax assels 4 27,972 27.646 4,205
Goodwill 13 137,986 95,683 -
Intangible assets 14 20,776 3,816 -
Gther 456 - 1,324
Total non-current assets 670,998 463,254 1,349,717
TOTAL ASSETS 1,004,358 1,252,876 1,356.865
LIABILITIES
Current liabilities
Trade and other payables i5 160,782 141,079 2,663
Borrowings i6 14,233 11,406 -
Current tax liabilities 4 5,472 13,229 -
Provisions 17 15,849 12,012 -
Total current liabilities 196,136 177,726 2,663
Non-current liabilities
Borrowings 16 507,695 R2514 -
Provisions 17 71,005 73,784 833
Total non-current liabilities 578,700 156,298 533
TOTAL LIABILITIES 775,036 334,024 1,196
NET ASSETS 229,322 918,852 1,353,669
EQUITY
Issued capital 302,540 443,695 1,350,747
Other equity 10,570 - -
Reserves 20 13.176 4,462 2,522
- Retained earnings / (accumulated losses) 21 (96,964) 467,966 400
Parent entity interest 229322 916,123 1,353,669
Minority inlerest - 2,729 -
TOTAL EQUITY 229,322 918,852 1,353,669

!Other receivables as ar 31 December 2005 includes USS499.2 million due en seitiement of the sale of the businesses disclosed in Note 7 to the finuncial

repori.

The above balance sheet should be read in conjunction with the accompanying notes.
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Statement of changes in equity for the financial year ended 31 December 2006

-Consolidated
Equity
settled Acquisition
Foreign Assel employce of

Issued Other Hedge  currency revaluation benefits minority Retained

capital cquily feserve resenve fesene resenve interest eamings Total

(VRS RE4] (VRS RLL] USE 0 USS'1HK) USS NN LSS o USS 000 USs'000 Uss o000
Halance a1 | Januag, 2005 REXRNE ] - - (30.710) - - 16 88% {36918} 332,569
Exchange ditfferences ansing
on translation of lorzign eperations - {24.271) - - - - (24,272)
Loss . jas hedpes - - (292} - . - - - (292)
‘I vanster on disposal of business - - 59.736 - - - - o 59,736
Net ncome recognired directly in ,
cquity - - (292) 15,464 - - - - < 38172
Profit for the year - - - - . - 3712 509,779 513,491
Total recognised income and e et
expense - - (292) 35,464 - - 3,712 509,779 " 548.663
Framactions v ith egrity holdery 1 thetr capacity as equrty holders ’ e
Issue of shares 60,317 - . . - - - \ - (60,317
‘['ransfes of minority on disposal .
of husiness - - - - - - (17.872) - (V7.872)
Dividends paid or declared - - - - - - - (4,825} (4,325)
Fatal recopnised in cquity 60,217 - - - - - (17.872) (4,825) 37,620
Balance at 31 December 2005 443,695 - (292) 4,754 - - 2,729 467.96.6 918,852
‘Franslation of foregy operations - - - 4,785 - - - - 4,785
Loss-interest hadges - - (293) B B - - - : {293)
Gam-gas hedpes - - 242 . - - - -t . 242
Arising from acquisition of
associnled entities - - - - 1,353 - . - 1,353
Nel income 1ecognise §
darectly in equaty - - {51) 4,785 1.353 - . L 6087
Profit for the year - - - - . - {38) 43.288. 83,250
To1al eecopnised income and
v penses - - (51) 4.78% 1,353 - {38) 83,288 19,337
Frepemen Stomy sl vgteny hedders o thewr capacity as eguuy holders ’ '
Share-based paymems - - - . - 2522 - - . , ’ 2522
Changes arising from 1P and restructuring transactions N
Issue of shares on float - 1,374,244 - - - - B - 1.374.244
‘Transaction costs of issue net of
tay bepefin - (23.497) - - - - - - (23.497)
Acquisition adjusiment’ - (1.340.177) . - - - - (1.340,177y
Payment out of pre-acquisition profits to
cquity holders in DNH ASA° - X - - - - - - (648.218) ) l(643:,5]8}
Reduction of captal on * ' - EE
restructure (135.000) - - - - - - - (1}5.000)
Other changes ‘
Change in functional cunency of
[DNHASA (6.155) - - 6,135 - - - - -
Acquisition of minority interests - - - - - - (8.741) - (8.741)
Batance at 31 December 2040 302,590 10,570 {343) 15.694 1,153 2,522 (6,050) (96.964) 229322

In accordang ¢ ah the reverse acguisinon uecotnige requeremenis of AASE 3 Russnesy Combinations ) the wsaned captiad shown is @ conimuation of e sswed capral uf the fegal subsidhary,

Phope Nohbel Holdiges 454

TDeientty o the dividendh puteed are ver out i e 23,

The abosve statement in changes in equity should be read in conjunction with the accompanying notes.
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Statement of changes in equity for the financial year ended 31 December 20006

- Parent
Equity
settled Acquisition
' Forcign Asset employee of
Issued Other Hedge  currency revaluation benefits minority Retained
capital cquity reserve reserve rescnve reserve interest camings Toal
USS 000 USS oot LSS 00 USS'U00 USS' 000 LSy uw USS o Uss ool LSSt
Profit for year - - - - - - . 400 400
Balance at | January 2006 - - - - - - - - .
Share-based payments - - - - - 2522 - - 2,522
Issuc of shares on float 1,374,244 - - - . - - R 1.37:4.244
Transactioh costs 0n issuc (23.497) - - - - - - - {21.497)
Balance at 3 December 1006 1,350,747 - - - . 2522 - 400 1,353,609

The above statement in changes in cquity should be read in conjunction with the accompanying notes,

Dyno Notel Lantted
Annual Repoart 2006
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Cash flow statement for the financial year ended 31 December 2006

Consolidated Parent
2006 2008 z008
Note US§'000 USS 000 USs'000
CASH FLOW FROM OPERATING ACTIVITIES
Receipts from customers 1.276,589 1,014,191 -
Payments to suppliers and employees (1,139,881) (948,284) (3,280}
Interest and other costs of finance paid (30,400) (9.794) )
Interest received 1,797 4,822 i
Income tax paid (27,430) {10,932) ”
Nel cash provided by / (used in) operating activities 5 80,625 50,003 (3,280)
CASH FLOW FROAM INVESTING ACTIVITIES
Dividends received 11 1,071 - -
Payment for busingsses (120,204) -
Payment for property, plant and cquipment . 12 (119,070) (58,249 -
Proceeds from salc of property, plant and equipment 9,889 12,558 -
Proceed: from sale of investment securities - 1,273 -
Payments for invesiments i (2.000% (4) -
Cash balances disposed of from sale of businesses ) (16,984) -
Net cash (used in) investing activities (230,314) (61,406)
CaSH FLOW FROM FINANCING ACTIVITIES
Proceeds from issues of equily securities 779,413 - 779,413
Payment for share issue costs {28,550} - (28,550)
Proceeds from borrowings 166,100 - -
Payment for debt issue costs {1,125 - (1,125}
Repayment of borrowings (349,766} (26,243) (330,744}
Redemption of preference shares (418,563) (418,563}
Loan (Lo} from related partics (2,496) - 2,849
Net cash provided/(used) by financing activities 143,013 (26,243) 3,280
Net {decrease) in cash and cash equivalents {4,676) (37.646) -
Cash and cash equivalents at the beginning of the year 5 35,131 75,805 -
LEftects ol exchange rate changes on foreign currency cash balances 512 (3,028) -
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 30,967 35,131 .
Cash and cash equivalents at the end of the vear include:
Current aiset
Cash and cash equivalents 5 33402 35.131 -
Current finbifity
Borrowings - bank overdrafl 5 (2,437 - -
10,965 35,131 -

Included in cash and cash equivalenis is USS 1.6 million of cash which is restricted. This restricied cash represents employee funds held in a
trust health and welfare plan in America, for the purpase of providing health, medical, long-term disability and life insurance benefirs for
employees. as well as funds held with the Natianal Bank of Canada as collateral for a letter of credit.

The above cash flow statement should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3| DECEMBER 2006

1. Summary of accounting policies

General information

Dyno Nobel Limited is a listed public company, incorporated in Australia and operating in North America and
Australia.

Statement of compliance

This fnancial report is a general purpose financial report. which has been prepared in accordance with the
Corparations Act 2601, Accounting Standards and Urgent 1ssues Group [nterpretations (“UIG™), and complies
with other requirements of the law, Accounting Standards include Austraiian equivalents to International
Financial Reporting Standards {"A-IFRS"). Compliance with A-IFRS ensures that the financial report
complies with International Financial Reporting Standards ("IFRS™).

This is the first financial report to be prepared for Dyno Nobel following its incorporation on 4 January 2006.
As Dyno Nobel was incorporated after the date of transition to A-IFRS, all financial statements and
.information presented in this financial report are in accordance with A-IFRS. As no prior financial report has
been prepared, no reconciliation from Australian generally accepted accounting principles to A-IFRS is
required.

In accordance with AASE 3 *Busincss Combinations’ ("AASB 37) paragraph 21 and Appendix *B’, the
acquisition of Dyno Nobel Holding ASA by Dyno Nobel was identified as a reverse acquisition and the
consolidated financial statements have therefore been prepared as a continuation of the financial statements of
the accounting acquirer, Dyno Nobel Holdings ASA. Accordingly. consolidated comparative information is
provided for the balance sheet and related information as at 31 December 2005 and the income statement. cash
flow statement, statement of changes in equity and refated information for the year to 31 December 2005. Only
current year figures covering the period from incorporation are shown for the parent entity, Dyne Nobel.

Reporting currency
Ihc Fnancml repor is prcscmed in Uniled States dollars.

Basns of preparation

The annual financial report has been prepared underf the historical cost convention, except for the revaluation
of certain non-current assets and financial instruments that are stated at fair value.

In the application of A-IFRS management is required to make judgments, estimates and assumptions about
carrying values of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and various other factors believed to be reasonable
under the circumstances, the result of which forms the basis of making the _;udgmems Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
cstlmatcs are recognised in the period in which the estimate is revised if the revision affects only that period .
‘or in the period of the revision and future pcnods if the revision affccts both current and future periods.

Judgments made by management in the application of A-IFRS that have significant effects on the financial
statements and estimates with a significant risk of material adjustiments in the next year are disclosed, where
applicable, in the relevant notcs to the financial statements,

Accounting policies are selected and applied in a manner which ensures that the resulting financial iformation
satisfies the concepts of relevance and reliability, thereby ensuring that the substance ol the underlying
transactions or other events is reported.

Dyro NObes Lumted
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

1. Summary of accounting policies {(continued)
Principles of consolidation

The consolidated financiat statements incorporate the assets and liabilities of Dyno Nobe! and its controlled
entities, Control is recognised when the Company has the power to dictate the financial and operating policies
ol an enlity so as to obtain benefits from its activities.

The results of. controlled entities acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal as appropriate.

Where necessary, adjustments are made 10 the financial statements of subsidiaries to bring their accounting
policies into tine with those used by other members of the consolidated entity.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation. In the
separate financial statcments of the Company. intra-group transactions {common control transactions) are
generally accounted for by reference to the existing (consolidated) book value of the items. Where the
transaction value of common control transactions differ from their consolidated book value, the d:f't"erence is
recognised as a contribution to equity participants by the transacting entities.

Americas
Reference to “Americas™ in this report includes the United States, Mexico and Canada.

Significant accounting policies .
The significant accounting policies set oul below have been applied in the preparation and prescntatlon of the

financial statements for the vear ended 31 Deccmber 2006 and the compatative information:. .
L

(a) Borrowings

Borrowing costs dircetly attributable to the acquisition. construction or production of qualifying assets, which

are asscts that take a substantial period of time to get ready for their intended use or sale. are added fo the cost

of those assets. until such lime as the assels are substantially ready for (heir inlended use or sale. Investment

income earmned on the lemporary investment of specific borrowings pending their expenditure on qualifying

assets is deducted from the borroswing costs eligible for capitalisation, . .

v . L
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

)] Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in banks and investments in mont:y market instruments
that have a maturity of three months or less from the date of acquisition. Bank overdrafis are shown within
borrowings in current liabilitics in the balance sheet,

{c) Derivative financial instruments

The consolidated entity enters into a vanei) of derivative ﬁnanual mulrumems 10 manage its exposurc o
interest rate and foreign exchange rate risk, including forward forelgn exchange contracts and interest rale
swaps.

Derivaiives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently remeasured o their fair value at each reporting date. The resulting gain or loss is recognised in
income immediately unless the derivative is designated and effective as a hedging instrument, in which event,
the timing of the recopnition in income depends on the nature of the hedge relationship. The consolidated
entity designates certain derivatives as either hedges of the fair value of recognised assets or linbilities or firm

NOTES TO THE FINANCIAL STATEMENTS
commitments (fair value hedges) or hedges of highly probable forecast transactions {cash flow hedges).
|
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

1. Summary of accounting policies (continued)

Fair value hedge
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in

income immediately, together with any changes in the fair value of the hedged asset or liability that is
attributable to the hedged risk.

Hedge accounting is discontinucd when the hedge instrument expires or is sold, terminated, exercised, or no
longer qualifies for hedge accounting. The adjustment to the carrying amount of the hedged item arising Irom
the hedged risk is recognised as income from that date.

Cash flow hedpe
The effective portion of changes in the fair value of derivatives that arc designated and qualify as cash flow

hedges are deferred in equity. The gain or loss relating to the ineffective portion is recognised immediately in
income.

Amounts deferred in equity are recorded in income in the periods when the hedged item is recognised in
income. However, when the forecast transaction that is hedged results in the recognition of a non-financial
assel or & non-financial liability, the gains and losses previously deferred in equity are transferred from equity
and included in the initial measurement of the cost of the assct or liability.

Hedge accouniing is discontinued when the hedging instrument expires or is sold. terminated. or exercised, or
no longer qualifies for hedge accounting. At that time, any cumulative gain or loss deferred in equity at thal
time remains in equity and is recognised when the forccast transaction is ultimately recognised in income.
When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was deferred in
equity is recognised immediately in profit or loss.

Derivatives that do not qualify for hedge accounting
-Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised

immediately in income.

(d) Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave and long
service leave when it is probable that settlcmcm will be- rcquurcd and they are capable of being measured
rcllably .

Provisions made in respect of employee benefits expected to be settied within 12 months, are measurcd at their
nominal values using the remuneration rate expected to apply at the time of seltlement.

Provisions made in respect of employee benefits which are not expected to be seitled within 12 months, arc
measured as the present valuc. of the estimated future cash outflows 1o be made by the consolidated entity in
respect of services provided by employees up to reporting date,

Defined contribution plans
Contributions to defined contribution superannuation plans are expensed when incurred.

Defined benefjt plans

Provisions are recogniscd to provide for cstimated defined benefit plan obligations using the “corridor
approach™ as allowed by AASB 119 ‘Employee Benefits’. Any estimated deficits in the plans are determined
with reference 1o the fair value of the respective plan asscts and actuarially determined accrued benefits. The
actuarial assessment of accrued benefits takes into account the estimated present value for benefit obligations,
employee service periods and investment returns. The discount rates used in determining the present value of
accrued benefits, which may vary, are based on respective government or high-quality bond rates, as
appropriate.
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1. Summary of accounting policies (continued)

The cost of providing benefits under the plans is determined separatety for each plan using the prOJected unit
credit actuarial valuation method. Actuarial gains and losses are recognised as revenue or expenses over the
expected average working life of the employees participating in the plan. Under the corridor approach,
amortisation of unrecognised net gain and loss resulting from experience different from that assumed and from
changes in assumptions (excluding asset gains and losses not yet reflected in market-related value) is included
as a component of net periodic benefit cost for a year. If, as of the beginning of the year, that unrecognised net
gain or loss exceeds 10 per cent of the greater of the projected benefit obligation and the market related value
of plan assets. the amortisation is that excess divided by the average remaining service period of participating
employees expeciled to receive benefits under the plan.

{e) F:nanc1al assels

Investments are recognised and derecogmised on trade date where purchase or sale of an investment is undera
contract whose terms require delivery of the investment within the timeframe established by the market concerncd
and are initially measured at fair value, net of transaction cosis.

Loans and receivables
e - v . v : v .
I'rade receivables, loans, and other receivables are recorded at amortised cost less impairment.

Investments
Subsequent to initial recognition:
+ investments in subsidiarics are measured at cost; and
» investments in associates are accounted for under the equity ‘method in the consolidated financial
statements and the cost method in the Company ﬁnancual stalements.

(H Financial instruments issued by the Company

Debtand ¢quity instruments
Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of
the contraciual arrangement. ”

Transaction costs on the issue of equily instruments

Transaction costs arising on the issue of equity msirumcnls are rt,cognlscd dlrecl|y in equity as a reduction of
the proceeds of the equity instruments to which the costs relate. Transaction costs are the costs that are
incurred directly in connection with the issue of those equny instruments and which would not have been
incurred had those instruments nol heen issued. S . '

Interest and dividends
Interest and dividends arc classified as expenses or as distributions of profit consistent with the balance sheet”
classification of the refated debt or equity instruments or component parts of compound instruments..

fg) Foreign currency.

Forcign currency transaclions

All foreign currency transactions during the financial year are brought to account using the ctchange rate in
effect at the date of the transaction. Foreign currency monetary items al reporting date are translated at the
exchange rate existing at reporting date. Non-monelary assets and liabilities carried at fair value that arc
denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was
determined. ' ' ' ‘

Exchange differences are recognised in profit or loss in the period in which they arise except that:
e cxchange differences which relate 10 assets under construction for future productive use are included in
the cost of those assets where they are regarded as an adjustment 1o interest costs on foreign currency
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

1. Summary of accounting policies (continued)

borrowings,

» cxchange differences on transactions entered into in order to hedge certain foreign currency risks (refer
note i{c)). and '

e exchange differences on monetary items receivable from or payable 10 a foreign operation for which
settlement is neither planned or likely to occur. which form part of the net investment in a foreign
operation, are rccognised in the foreign currency translation reserve and recopnised in income on
disposal of the nel investment.

Foreign operations

On consolidation, the assets and liabilitics of the consolidated entity’s overseas operations are translated at
exchange rates prevailing at the reporting date. Income and expense items are translated at the average
evzchangc rates for the period unless exchange rates fluctuate significantly. Exchange differences arising, if
any, are recognised in the foreign currency translation reserve, and recognised in income on disposal of the
foreign operation. '

The financial statements of foreign subsidiaries, associates and jointly controlled entities that report in the
currency of a hyperinflationary economy are restated in terms of the measuring unit current at the reporting
date before they are translated into US dollars.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity arc trcated as assets and
liabilities of the foreign entity and translated al exchange rates prevailing at the reporting date.

+

(h) Goods and services lax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST). except:
i where the amount of GST incurred is not recoverable from the taxation authorily. it is
recognised as part of the cost of acqtiisiiion of’an asset or as part of an item of expense: or
ii. for receivables and payables which are recognised inclusive of GST.

The net amount ol GST recoverable from. or payable 10, the taxation authority is included as part of
recewables or pa\r ables.

Cash flows are included in the cash flow statement on a gross basis. The GST componcn_t'drcash flows arising
from investing and financing activities which is recoverable from. or payable 1o, the taxation authority is
classified as operating cash flows,

(i) Goodwill

Goodwill, representing the excess of the cost of acquisition over thc Mair value of the identifiable assets.
liabilities and contingen liabilities acquired, is recognised as an asset and not amortised, but tested for
impairment annually and whcnever there is an indication that the goodwill may be impaircd. Any impairment
is recognised immediately in income and is not subsequently reversed. Refer also note 1(j).

a) Impairment of assets

At each reporting date, the consolidated entity reviews the carrymg amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists. the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are indcpendent from other asscts.
the consolidated entity estimates the rccoverable amount of the cash-generating unit to which the asset
beélongs.

Goodwill, intangible asscts with indefinite useful lives and intangible assets not vet available for use are tested
for impairment annually and whenever there is an indication that the asset may be impaired. An impairment of
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NOTES TO THE FINANCIAL STATEMENTS
FOR TIE FINANCIAL YEAR ENDED 31 DECEMBER 2006

1. Summuary of accounting policies (continued)
goudwill is not subscquently reversed.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use. the
estimaled future cash fows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific o the assel for which the
estimates of futurc cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset {cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised in income immediately.

Where an |mpa|rmenl loss subsequently reverses, the cafrying amount of the asset (cash- generalmg uml) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrymg
amount does not exceed the carrying amount that would have been determined had no impairment toss been’
rccognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised in
income immediately.

(k) ° Income tax
Current tax

Current 1ax is calculated by reference 1o the amount of income taxes payable or recoverable in respect of the
taxable profit or tax loss for the period. 1t is calculated using lax rates and tax laws that have been -

enacted or substantively enacted by reporting date. Current tax for current and prior periods is recognised as a
tability (or asset) to the extent that it is unpaid (or refundable).

Deferred_tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences arising from differcnces befween the carrying amount of assets and |ldbl|llIES in lhe financial
statements and the corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Defetred tax assats are
recognised 10 the extent that it is probable that sufficient taxable amounts will be availabie agamst which
deductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised il the temporary differences giving rise to them arise from the initial
recognition of asseis and liabilities {other than as & result of a business combination) which’ affects neither
taxable income nor accounting profit. Furthermore. a deferred tax liability is not recognised in relation o
taxable temporary differences arising from goodwill,

Deferred lax liabilities are recogmsed ror taxable temporary differences arising on investments in subsidiaries,
associates and joint ventures except where the COI‘ISO]lddIEd enlity is able to control the reversal of the
temporary differecnces and it is probable thal the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets arising from deductible temporary differences associated with these 1nvcstmcms and
interests are only recognised to the extent that it is probable that there will be sufficient taxable prof' its agamsl
which to utilise the benefits of the temperary differences and they are expected to reverse in the foreseeable
future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply 1o the period(s) when
the asset and liability giving rise to them are realised or settfed. based on tax rates (and (ax laws) that have
been enacted or substantively enacted by reporting date. The measurement of deferred 1ax liabilities and assets
reflects the tax consequences that would follow from the manner in which the consolidated entity expects. at
the reporting date. o recover or settle the carrving amount ol ils assets and liabilitics.
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1. Summary of accounting policies (continued)

Deferred tax assets and liabilities are offsel when they relate to income taxes levied by the same taxation
authority and the group intends to settle its current tax asscts and liabilities on a net basis,

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the income stalement, except when it relates
to items credited or debited directly to equity, in which case the deferred tax is also recognised directly in
equity, or where it arises from the initial accounting for a business combination, in which case'it is taken inlo
account in the determination of goodwill or excess.

Tax-consolidation
Dyno Nobel and Industrial {nvestments Australia Finance Pty Limited are in the process of forming a tax-

consolidated group with Dyno Nobel as its head entity.

Dyno Nobel Management Pty Limited is to. be consolidated within the Dyno Nobel Asia Pacific Limited. an
indirect subsidiary of Dyno Nobel. tax-consolidated group

Dyvno Nobel Asia Pacific Limited and alt its wholly-owned Australian resident entitics are part of a lax-
consolidated group under Australian taxation law. Dyno Nobel Asia Pacific Limited is the head entity in the
tax-consolidated group.

Entities within the various tax-consolidated groups will enter into tax funding arrangements and tax-sharing
agreements with the head entities. Under the terms of the tax funding arrangements, the relevant head entity
and each of the entitics in that tax-consolidated group will agree to pay a tax equivalent payment to or from the
head entity, based on the current tax liability or current tax asset of the entity.

{ Intangible assels

Patents, trademarks and licences are recorded at cost less accumulated amortisation and impairment. Amontisation is
charged on a straight-line basis over their estimated useful lives of {ive to nine years. The estimated useful life and
amortisation method is reviewed at the end of each annual reporting period.

Research and development costs

Expenditure on research activities is recognised as an expense in the period in which it is incurred, Where no
internally generated intangible asset can be recognised. development expenditure is recognised as an expense
in-the period as incurred. :

An intangible asset arising from development (or from the development phase of an internal project) is
recognised if, and only if, all of the lollowing are demonstrated:

¢ the technical feasibility of completing the intangible asset so that it will be available for usc or sale:
e the intention to complete the intangible assct and use or sell it
o the ability to use or scll'the intangible asset;
«  how the intangible asset will generate probable future economic benefits:
e the availability of adequate technical, financial and other resources to complete the development and
to use or sell the intangible asset; and
« theability to measure reliably the expenditure attributable to the intangible asset during its
development.
Internally generated intangible assets are stated at cost less accumulated amortisation and impairment.
and are amortised on a straight-line basis over their useful lives.
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FOR THE FINANCIAL YEAR ENDED 3| DECEMBER 2006

1. Summary of accounting policies (continued)

Intangible assets acquired in a business combination
All potential intangible assets acquired in a business combination are identified and recognised separalely from
goodwill where they satisfy the definition of an intangible assct and their fair value can be measured reliably.

(m) _ Inventorics

Inventories. including work in progress. are valued at the lower of cost and net realisable value. Costs,
including an appropriate portion of fixed and variable overhead expenses, are assigned to inveniory on hand by
the method most appropriate to cach particular class of inventory, with the majority being valued on a first-in
first-oul basis. Net realisabie value represemts the estimated selling price less all estimated costs of completion
and costs to be incurred in marketing, selling and distribution,

{n} Joint ventures

Jointly controlled entitics

Interests in jointly contralled entities are aceounted for under the equity method in the consolldated financial
statements and the cost method in the Company financial stalements. :

'
.

(o) Leased assets
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership (o the lessee. All other leases are classified as.operating leases.

{.ease paymenis are apportioned between finance charges and reduction of the lease obligation so as to achieve
a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly
against income, unless they are directly atiributable to qualifying assets, in which case they are capitalised jn
accordance with the consolidated entity’s general policy on borrowing costs. Refer to note 1(a).

Finance leased assets are amortised on a straight-line basis over the estimated useful life of the asset.

Operating lease payments are recognised as anexpense on a straight-line basis over the lease term, .
except where another systematic basis is more representative of the time pattern in which economic -« *
benefits from the leased asset are consumed. i Co

Lease incentives

In the event that lease incentives are received to enter into operating leases. such incentives are recognised as a
tiability. The aggregate benelits of incentives are-recognised as a reduction of rental expense on a straight-line
basis. except where another systematic basis is more representative of the time patiern in which economic
benefits from the leased asset are consumed.

(m Non-current assets hetd for sale -
Non-current asseis (and disposal groups) classified as held for sale are measured al the lower of carrying
amount and fair valuc less costs lo-sell. ‘ . o .

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered
through a sale transaction rather than through continuing use. This condition is regarded as met only when the
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition
and the sale of the assct (or disposal group) is expected to be completed within one year from the date of
classification.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

1. Summary of accounting policies {continued)

{qQ) Trade Payables

Trade payables and other accounts payable are recognised when the consolidated entity becomes obliged to
make future payments resulting from the purchase of goods and services.

{r) Presentation and functional currency

Results of the major operating business are recorded in their local currencies, which are deemed 1o be their
functional currency. On 1 January 2006. the functional currency of Dyno Nobel Holding ASA (the former
parent 1o the group) was changed from Norwegian kroner to US dollars. This is consistent with the relocation
of the corporate headquarters and is supported by the major assels, liabilities. revenue and expenses of that
entity being denominated in US dollars.

The consolidated entity’s presentation currency is the US doltar. as this currency best reitects the risks and
benefits associated with the operations of the group.

(s) Principles of consolidation

The consolidated financial statements are prepared by combining the financial statements of all the entilies that
comprise the consolidated entity, being Dyno Nobel (the legal parent entity). Dyno Nobel Holdings ASA (the
accounting acquirer), and subsidiaries as defined in Accounting Standard AASB 127 *Consclidated and
Separate Financial Statements’. A list of subsidiaries appears in note 25 to the financial statements. Consistent
accounting policies are employed in the preparation and presentation of the consolidated financial statements.

As previously noted, under AASB 3, the acquisition of Dyno Nobel Holdings ASA by Dyno Nebel was
accounted for as a reverse acquisition.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair valucs
at.the date of acquisition. Any excess of the cost of acquisition over the fair values of the identifiable net assets
acquired is recognised as goodwill. If, afler reassessmeni. the fair values of the identifiable net assets acquired
exceed the cost of acquisition. the difference is credited to income in the period of acquisition.

The interest of minority shareholders is stated at the minority’s proportion of the fair values of the assets and
liabilities recognised. . .

The consolidated financial statements include the information and results of each subsidiary from the date on
which Dyno Nobel obtains control and until such time as Dyno Nobel ceases.to conirol such entity. In
preparing the consolidated financial statements. all intercompany balances and transactions, and unrealised
profits arising within the consolidated entity arc eliminated in full.

(t) Property, plant and equlpmem "

Property, plant and equipmeni and leasehold |mprovcments are stated at cost less accumnulated depreciation
and impairment. Cost includes expenditure that is directly attributable to the acquisition of the item. In the
event that settlement of all or part of the purchase consideration is deferred, cost is determined by
dlscounung the amounts payable in the future to their prf:sem value as at the date of acquisition.

Dcprecialion is provided on property, ptant and equipment, including frechold buildings but excluding land.

Depreciation is calculated on a straight-line basis so as to write off the net cost or other revalued amount of
each asset over its expected useful life to its estimated residual value. Leasehold improvements are depreciated
over the period of the lease or estimated useful life, whichever is the shorter, using the straight-line method.

The estimated useful lives, residual values and depreciation method is reviewed at the end of ¢ach reporting
period.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

| 8 Summary of accounting policies (continued)
The following estimated uscful lives arc used in the calculation of depreciation:

. Buildings 10 to 40 years
J Leaschold improvements 310 25 years

. Plant and equipment 3 to 30 years.
(u} . Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice of
economic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at reporting date. taking into account the risks and uncertainties surrounding the obligation.. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount s the
present value of those cash flows,

When some or all of the economic benefits required to settle a provision are expected to be recovered-from'a
third party, the receivable is recognised as an asset if it is virtually certain that recovery will be received-and
the amount of the receivable can be measured reliably. . ~

Provisions for warranty costs are recognised at the date of sale of the relevant products. at the Directors” best
estimate of the expenditure required to setile the consolidated entity”s liability.

Onerous contracts ' L

An oncrous contract is considered 1o exist where the consolidated entity has a contract under which the
unavoidable cost of meeting the contractual obligations exceed the cconomic benefits estimated to-be received.
Present obligations arising under onerous contracls are recognised as a provision to the extent that the present
obligation exceeds the economic benefits estimated 1o be received. - v

Restructuring

Provision for restructurings are recognised when the consolidated entity has developed a detailed formal plan
for the restructuring and has raised a valid expectation in those affected that it will carry out'the restructuring
by:

. starting to implement the plan; or :
. announcing its main features to those affected by it. B
Environmental

The consolidated entity is required to remediate or restore manufacturing, storage and depot siles, either during
or at the end of their useful lives. 10 a condmon acceptab!c 1o the relevant aulhormcs and c0n51stent wnh thc
consolidated entity's environmental pOlICICS

Thesc anronmcnlal “related restoration and rcmcdlauon ‘costs arc recogmscd ‘when site restoration,
environmental remediation and clean-up obingalmns are either known or considered probable and the 'felated
costs can be reliahly measured. The environment provision is measured using the cash flows csumalcd 10 scule
the present obligations, discounted to present valuc using a current market rate.

The expected cost of any environmental restoration programme. discounted for its present value, is provided

when the related environmenlal disturbance occurs. based on the consolidated entity’s interpretation of

environmental and regulatory requirements and its own environmenial policies where these are more stringent
and this has created an obligation on the consolidated entity.
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1. Summary of accounting policies (continued)

Expected environment resioration costs are based on the estimated cusrent cost of detailed plans prepared for
each site. Where there is a change in the expected environment restoration costs, an adjusiment is recorded
against the carrying value of the provision, and the effect is recognised in the income statement.

Decommissioning

The consolidated entity has obligations Lo retire long-lived assets at various manufacturing and storage sites at
the end of their productive lives to a condition acceptable to the relevant authorities and consistent with the
consolidated entity’s environmental policies. Decommissioning provisions are recognised in relation’ 1o these
obligations at the time the obligations are incurred. :

These decommissioning costs are based on estimated cost from detailed plans prepared for each site and are
recognised when site restoration, environmental remediation and clean up obligations are either known or
considered probable and the related costs can be reliably measured. The decommissioning provision is
measured using the cash flows estimated to seitle the present obligation, discounted to present value using a
current market rate.

These costs are expected 10 be incurred between 2007 and 2084. Where there is a change in the expecied
restoration costs, an adjustment is recorded against the carrying value of the provision, and the effect is then
recognised in income on a prospective basis over the remaining life of the asset.

(v} Revenue recognition

Sale of poods

Revenue from the sale of goods is récognised when the significant risks and rewards of ownership of the goods
has transferred to the buyer. Discounts and volume rebates are deducted from revenue.

Rendering of services -
Revenue from a contract to provide services is recognised by reference to the stage of completion of the
contract.

Dividend and interest revenue
Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time proportionate

basis that takes into account the effective yicld on the financial asset.

(w) New accounting standards and UG interpretations

Certain new accounting standards and UIG interpretations have been published that are not mandatory for 31
December 2006 reporting periods. The Group’s assessment of the impact of these new standards and
interpretations is set out below.

1. AASB 7 Financial Instruments: Disclosures and AASB 2005-10 Amendments to Australian Accounting

Standards (AASB 132, AASB 101, AASB 114, AASB 117, AASB 133, A4SB 139, AASB 1, AASB 4, AASB
1023 & AASB 1038)
AASB 7 and AASB 2005-10 are applicable to annual reporting periods beginning on or after 1 January
2007. The group has not adopted the standards carly. Application of the standards will not affect any of
the amounts recognised in the lnancial siatements. but will impact the {ype of information disclosed in
relation to the group’s financial instruments,

2. UIG 6 Liabilities arising from Participating in a Specific Market — Waste Electrical and Elecironic
Equipment
UILG 6 is applicable to annual reporting periods beginning on or after | December 2006. The group has not
sold any electronic or clectrical equipment on the European market and has not incurred any associated
liabilities. This interpretation will not affect the group's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
USS'000s LS*000s US'000s
2. Revenue
Revenue from continuing and discontinued operations
consisted of the following items: ]
Sales revenue — sale of goods 1,227.782 1.294.405 -
Adtributable to:
Continuing operations ‘ +1.227.782 964.1.17 -
Discontinued operations ‘ - 330.288 -
1.227,782 1.294,403 -
Other revenue
Rovalties received 1.149 11,825 -
_ Management fees - : 6483 - 2,810 2.865
' 7,632 14.635 2,865
Attributable to: ’
Continuing operations 7,632 2,810 2.865
Discontinued operations - 11,825 -
7.632 14,635 2,863
Other income
Net gain on disposal of fixed assels 3,882 2,076 -
- — - 1 -
Attributable to:
Continuing operations 3.882 2.076 -
Discontinued operations . ’ : - - -
- 3.882 - 2,076 -
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¥OR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
US§'000s US$'000s LS8’ 060s
3. Profit for the year
Expenses and losses/(gains)
Profit before income tax has been arrived at after charging the
foliowing expenses from continuing and discontinued
operations:
Cost of sales (excluding depreciation) 799,719 822,718 -
Finance costs:
Interest on loans , 27,556 39,271 -
(Other financial expenses 4,322 2384 298
Total finance costs 31.878 41,655 298
Finance costs attributable to:
Continuing operations 31,878 9,794 -
Discontinued operations ] - 31,861 -
31,878 41,655 -
Net bad and doubtful debts arising from entities within the
consolidated group 954 1.749
Depreciation of non-current assets 30.606 56,912 -
Amqnisalion of non-current assets 4,094 6,799 -
34.700 63.711 -
Depreciation and amortisation attributable to: ‘
Continuing operations 34.700 35.199 -
Discontinued operations - 28.512 -
34,700 63,711 -
Operating lease rental expenses 8,511 12,390 -
[mpairment Losses — continuing operations - 2,495 -
Employee benefit expense:
Defined contribution plans 2,364 1.775 -
Defined benefit plans 9,554 5.840 -
Curtailment gain on US pension plan (7115 - -
4.803 7615 -
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
LIS$'000s VS 000s 1IS$°000s
3. Profit for the year
Expenses and losses/(gains) (cont)
Share-based payments — equity settled 2,522 - 1,709
Gain on sale of business 2,795 490,182 -
Net foreign exchange (gains) (1,266) (23,152) -
Net foreign exchange (gains) attributable to:
Continuing operalions (1.266) (21,141} -
Discontinued operations - {2,011) -
(1,266} (23.152) -
Significant items
Profit from conlinuing operations for the year includes the
following iterns that are signilicant because of their nature, size or
incidence: B
Gains
Net curtailment gain on US pension plan - T35 - -
Less: applicable income tax expense (2,846) - -
Net foreign exchange gain 1,266 21,141 -
Less: applicable income 1ax expense (353) (3,919) -

The reduction m the sigmficance of joreign exchange gains and losses arises from the revision in the functional currency of Dyno Nobel

Holding ASA.
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Consolidated Parent
2006 2005 2006
US$'000s US$'000s US$'000s
4. Income taxes
Income tax expense
Current tax 23,143 25,687 -
Deferred tax 11,963 {3,376) -
35,106 22,311 -
Income tax expense is attributable to: :
Profit from continuing operations 33,135 15,269 -
Profit from discontinuing operations 1.971 7.042 -
35,106 22311
(a) The prima facie income tax expense {(income)
on pre-tax accounting profit reconciles to the income
tax expense in the financial statements as follows: )
Profit from continuing operations 113,590 49,490 400
Profit from discontinued operations ) 4,766 486,312 .
Profit from operations 118,356 535,802 400
Income tax expense calculated at 30% 35.507 160.741 120
Non deductible expenses 1,522 - -
Effect ofequny share of jointly controlied entity's prof't (2,085) (372) -
Overseas tax rate differential . 486 7.834 -
Tax effect of profit from discontinued operations - - (145,892) -
Other - - (120)
35,430 22311 -
Under provision of income tax in previous year (324) - -
35,106 22311 -

The tax rate used in the above reconciliation is the corporate rate of 30% payable by Australian corporate

entities on taxable profits under Australian tax law.

Dyno Nabe! Lunited
Annuat Repoit 2006
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
USs'000 USS§'000 US5'000
4, Income taxes (cont)
(b) Income tax recognised directly in equity during the period:
The following amounts were charged / (credited) directly 1o equity
during the period:
Tax: ‘
Share issue expenses 4.205 - 4,205
Revaluation of financial instruments 398 - R
5,103 - 4,205
(¢) Current tax assets and liabilities
Current 1ax assels: ’
Income tax receivable attributable to: - ‘
(hther entities in the tax consolidated group 7,500 4,523 -
' 7,500 4,523 -
Current tax liabilities;
[ncome tax payable attributable to:
Other enlities in the tax consolidated group ‘ 5,472 13,229 . -
5,472 13,229 G e
(d) Deferred tax balances
Deferred tax assets comprise:
Temporary dificrences ' (3317 17,862 * - o 4,205
Tax losses '31.289 9784 e -
27.972 27.646 b 4,208
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

4. Income taxes {cont)

Taxable and deductible temporary differences arise from the following:

Consolidated
Charged to Charged to Closing
2006 Opening balance income Acg/Disp Other equity balance
LS$'000 1SS 000 LIS$ 000 LiS$'000 LiIS$'000 US$'000
Gross deferred tax liabilities:
Unrealised foreign exchange (49) 47N - - - (526)
Property, plant and equipment {27,809) (5.138) {623) 879 - (32710
Intangibles (1.546) 2,083 (3.978) 24 - (3.417)
Cash flow hedges - (324) (1.368) - g98 (79
(29.404) {3.876) {5.969) 903 898 (17.448)
Gross deferred tax assets:
Accruals and provisions 20,384 (14,361) 1,856 (89) - 7.790
Tax losses 9,784 5,968 15.537 31.289
Share issue costs ; - (646) - 4,205 1.559
Other 26,882 6.920 (10,366) {654) - 22,782
57.050 (8.087) {2.542) 14,794 4,205 n5.,420
. Nel deferred tax assets/liabilitics 27,646 (11.963)  (8.511) 15,697 5.103 27.972
! Consolidated
Charged to Charged to Closing
2005 Opening balance income Acq/Disp Other equily balance
US5'000 USS'000 1)58'000 LiS$'000 LIS3'000 LS$'000
Gross deferred tax liabilities: .
Unrealised foreign exchange _ - {49) . - (49)
Property, plant and equipment (34.859) 7.050 - - (27.809)
Intangibles (1.649) 103 - - - {1.346)
Others (5.545) 5,545 - - - -
(42,053) 12.649 - - - (29.404)
Gross deferred tax assets: , '
Accruals and provisions 18,120 2,264 - - - 20,384
Tax losses . 27,841 (18,057) - - - 9.784
Other 5,531 6.520 13,821 1,010 - 26.882
51,492 {9,273) 13,821 1,010 - 57.050
Net deferred tax assets/liabilities 9.439 3.376 13.821 1.010 - 27.646
Dyna Nabei Limited
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

4. Income taxes (cont)

Parent .
Charged to Charged to Closing
2006 Opening balance income Acq/Disp Other equity balance
US$'000 USS$'000 US5'000 US§'000 Us§'000 USS 000
Gross deferred tax liabilities:
Unrealised foreign exchange - - - - - -
Property. plant and equipment ' - - - - - -
Intangibles - - - - .- -
Cash flow hedges - - - - . - ‘ -
Other - - - - - -
Gross deferred tax assets:
Accruals and provisions - - - - - .
Defined benefit plans - - - - o ) . .
Tax losses - - - - - " -
Share issuc costs , - - - - 4,205 4,205
Other - - - - - -
- L - - 4,205 -
Net deferred lax assets/liabilities - . - - ... 4,205, 4,205

The parent entity, Dyno Nobel Limited. was incorporated on 4 January 2006 and accordingly there are no comparative
balances to disclose as at 31 December 2005.

‘Tax-consolidation

. =

Relevance of tax-consolidation to the consolidated entity

" The group of companics under the Dyno Nobel Asia Pacific sub consolidation form a tax-consolidated group.

Companies within the United States group also form a tax-conselidated group within the United States. The parent
entity, Dyno Nobel and its wholly owned Australian resident entities are intending to form a tax-consolidated group
and will therefore be taxed as a single entity from the date of that event, -

Nature of tax funding arrangements and tax sharing agreements

Entities within the tax-consolidated group intend to enter into a tax funding arrangement and a tax-sharing agreement
with the head entity. Under the terms of the tax funding arrangement, the Dyno Nobel tax-consolidated groups and
cach of the entitics within those tax-consolidated groups agree to pay a tax equivalent payment to or from the head ’

entity, based on the current tax liability or current tax asset of the entity. Such amounts are reflected in amounts -

receivable trom or payable 1o other entities in the tax-consolidated groups.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
(1551000 USS'000 US$ 000

5. Notes to statement of cash flows

{a) Reconciliation of cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents includes cash on hand and in banks and investments in
money market instruments, net of outstanding bank overdrafts. Cash and cash equivalents at the end of the financial year as
shown in the cash flow statement is reconciled 1o the related items in the balance sheet as follows:

Cash and cash equivalents 33,402 35131 -
Bank overdralt {note 16) {2.437) - -
30,965 35.131 -
(b} Secured bank overdraft facility, reviewed annually and payable
at call:
amount used 2,437 - -
amount unused - - -
2437 - -
{c) Secured bank loan facilities with various maturity dates
through to 31 December 2008 and which may be extended by
mutual agreement:
amount used 506,199 2,079 -
amount unused 165,001 7,671 -
671,200 9,750 -

d) Cash balances not available for use

Included in cash and cash equivalents is US$1. 689 million of cash which is restricted. Thls restricted cash represents emplovee
funds held in a trust health and welfare plan in the United States, for the purpose of providing health, medical, long-term
disability and life insurance benefits for employces, as well as funds held with the Nauonal Bank of Canada as collateral for a

letter of credit.

Dyna Nabel Lirmited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3 DECEMBER 2006

Consolidated Parent
2006 2005 2006
LIS$'000 USS'000 LSS 000

S. Notes to statement of cash flows (cont)

{e) Reconciliation of profit for the period to net cash flows from

operating activitics

Profit for the vear ’ : 83,288 509,779 - 400

Gain on sale or disposal of non-current assets ‘ - (3.882) (2,076) }

Gain on sale of business (2.795) (490,182) -

Gain arising on curtailment of defined pension obligation (7.115) -

Share of jointly controlled entities’ profit (less dividends) (6.952) (1,240) i

Depreciation and amortisation of non-current assets 34,700 63,711 -

Foreign exchange gain (1.266) (24.944) -

Equity settled share-based payment 2,522 - 1,709

Other _— 59,516

Changes in net assets and liabilities, net of etfects from acquisition

and disposal of businesses:

{Increase)/decrease in assets: o
Current receivables . . ) _ (15,897} {31.045) (5_,922)
Current invenlories - (1,567 (4,064} -
Other current assclts 7237 (13.866) .
Deferred 1ax assets and liahiijlics ' 6.609 7.692 -

Increase/(decreasce) in liabilities:

Current payvables : ' . - (1.426) (16.363) -
Current provisions and employce benefits (8.768) (6.388) 333
Tax payable o .o ’ (148 5127 -
Non-curreat provision ' ' (3.915) (5,652) L
Net cash provided by/{used in} from operating activities T 80,625 50,003 (3,280)
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
US$ US$ USS
6. Remuneration of auditors
Auditor of the parent entity
Audit or review of the financial repont
2.054.000 994,000 504.000
Taxation services 745,000 713.000 89.000
Other non-audit services
- Review of defined benefit obligation assessments ) 35.000 )
- Related to [PO 2,400,000 - 2.400.000
- Acquisition related due diligence 300.000 207.000 300.000
- Other non-audit services 9,000 . -
5,508,000 1,949,000 3.293,000
7. Current trade and other receivables USs*000 USS"000 US$°000
Trade receivables A 154.541 140,937 }
Allowance for doubtful debts (6,250) {5,687) -
i 148,291 135,250 -
Trade receivables from jointly controlled and related cntities 9.050 5,485 7,148
Other receivables 2,284 13,470 -
Receivable arising from disposal of business - 499.228 -
159.625 653.433 7.148
8. Current inventories
Raw materials:
At cost 17,784 22,361 -
Al net realisable value 13365 141 -
Work in progress:
At cost 44,433 25,314 -
Finished goods:
At cost 28,840 30,217 -
At net realisable value 3.508 6.831 -
107,930 84,864 -

Dyng Nebel Limited
Annal Repaet 2606
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
LSS 000 USS'000 US$'000
9. Other current assets
Prepayments 24.903 9,984 -
Assets held for resale - 1,687 -
24,903 11,671 -
10. Other financial assets
Non-current
Noles receivable 404 . 237 . -
Interest bearing loans 1o jointly controlled entities 24318 14,280 -
Receivable from jointy controlled entifics 7.410 12,579 -
Derivatives that are designated and effective as hedging )
instruments carried at lair value: . .o ‘ v
- Interest rate swaps 2.644 - -
Shares in subsidiaries i i 1.344,188
Other 232 842 -
35,008 27,938 1,344,188
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 1006

11. Investments accounted for using the equity method

Jointly controlled entities
interest

Name of entity

Alpha Dyno Nobel

Dyno Nobel Kentucky, Inc.
Boren Explosives Co, Inc.
Buckley Powder Cotripany
Buckley Powder Company
Oklahoma, Inc.

St Lawrence Explosives Inc.
IRECO Midwest Inc.

Wampum Hardware Company
Minnesota Explosives Company
Pepin-IRECO, Inc

Midland Powder, Company

Principal Activity

Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products

Delivery of explosives and related products

Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products

Mine Equipmenf & Mill Supply Co Delivery of explosives and related products

Controlled Explosives Inc.
Warex Corporation

Warex LLL.C
Western
Company
Evenson Explosives, LLC
DetNet  Detonadores
Limitada

Polar Explosives Lid

Explosives

Svstems

Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products

Delivery of explosives and related products

" Delivery of explosives and related products
Electronico

Defivery of explosives and related products

Delivery of explosives and related products

Denesoline Western Explosives Inc. Delivery of explosives and related products

Newfoundland Hard-Rok Inc.
Dyno Labrador Inc.
Valley Hydraulics Ltd

Apex Construction Specialties Lid

Queensland Nitrates Pty Ltd

Queensland Nitrates Management

Pty Lid
DetNet [nternational Limited

DetNet South Africa (Pty) Lid

Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Delivery of explosives and related products
Production of ammonium nitrate

Management services

Distribution of ¢lectronic detonators
Development, manufacture and supply of
electronic detonators

Consolidated
2006 2005
LS$'000 US'000
53,687 49354
Ownership

Country of - 2006 2005
Incorporation % %
USA 50 50
USA ! - 50
USA 50 50
USA 50 50
USA d 51 51
Canada 33 27
USA 50 50
USA 50 50
USA ! - 55
USA 50 50
USA 50 50
Usa 50 50
USA 30 50
USA 25 25
USA 25 25
USA 30 50
USA ? 50 -
Mexico J 50 -
Canada 1 84 84
Canada 49 49
Canada 50 50
Canada 50 50
Canada 25 25,
Canada 25 25
Australia 50 50
Australia * 50 50
Ireland . 50 50
South Africa 50 50

‘During 2006, the Company acquired the remaining interest such that this entity is now a controlled

entity -refer note 25.

’During 2006, an inierest in these entities was acquired or increased,

‘Due to the contractual and decision making arrangements between the shareholders of the entities, despite the legal ownership exceeding 50%,these

entities are not considered 10 be subsidiaries.
*Due to the legal requirements in the Canadian Northwest Territories, the group cannot own more than 49% of the shares in

Denesoline Western Explosives Inc. However, under the joint venture agreemeni, the group is entitled to 95% of the assets

and profit of Denesoline Western Explosives Inc.

*These jointly controlied entities have a 30 June year end.

Oyno Nobel Limiied
Annual Repor 2006
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 3 DECEMBER 2006

Consolidated
006 - 2005
USS'000 US$* 000
11. Investments accounted for using the equity method (cont)
Summarised financial information of jointly controlled entities:
Current assets 133.579 74,264
Non-current assets 197,012 233.550
. ‘ 330,591 307,814
Current liabilities 110,238 51.455
Non-current liabilities : 120,689 165,720
‘ 230,927 217,175 -
NET ASSETS 99,664 90,639,
Revenue 506,859 460,900 -
Net profit 18,593 "'~ 8114
Share of jeintly controiled entities” profit or loss:
Share of jointly controlled entities profit before tax - ' 9,297 4,057
Income tax expense . ) (2,345) ' (2,817)
Share of jointly controlled entities® profit 6,952 1,240
Carrying amount of investments in jointly controlled
entities
Carrving amount at the beginning of the financial vear ‘ 49334 46,977
Addition of new investment . S 2,000 o ré
Change in accounting method from asqocualc to controlied (4.853) i
ety
46.501 46:.981
Share of net profit from jointly controlled entities o 6.952 o 1.240
[.ess:dividends received . : . (1.071) Ce
Movement in foreign currency translation reserve of joimly S .
controlled entities G . 1,305 1,133
Carrying amount at end of year : ) : - 53,687 49,354

Contingent liabilities and capital commitments -
The consolidated entity’s share of the conlingent liabilities, capll.al commitments *and other . expenditure are.
expenditure commitments are disclosed in Note 29,

1 A S
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated
Plant and L.easehold Work in
Frechold land  Buildings at  equipment at improvements at progress at
at cost cost cost cost cost Totals

US$'000 USs'000 LIS$'000 USs'000 USS'000  USS’000
12. Property, plant and equipment
Gross carrying amount (st cost) .
Balance at | January 2005 52,965 99,990 380,325 - 22,440 555720
Additions 3,996 1,255 32,960 1,968 18,070 58.249
Disposals {1,570) (2,114) (9,721} (33) 29y (13461
Derecognised on  disposal of
subsidiaries (16,837) (28,553 (146,034) {1,958) (8.471) (201.853)
Effects of foreign currency
cxchange differences 13 5 573 23 - 614
Transfers in/(out) 491 1,383 17,603 (19477 -
Balance 1 January 2006 - 39,058 - 71,986 275,706 -o- 12,533 399.263
Acquisitions  through  business
combinations 12,428 17,157 27,542 - - 37,127
Additions 477 3,362 11,097 - 104,134 119.070
Disposals (1,173) (1,416) (3,490) oo - (6,079)
Effects of foreign currency
exchange differences 446 822 3,204 - - 4,562
Transfers inf{out) 1,063 2,233 24,947 - {28,243) -
Balance at 31 December 2006 52,299 94,124 339,096 - 88,424 573,943
Accumulated depreciation,
amortisation and impairment .
Batance at | January 2005 (5.115) {23,760) (104,067) {1,223) . (134,16%)
Disposals ' - 521 496 8.937 176 10,130
Depreciation expense (1,061 - -{6,656) (48.628) (567} - (56912)
Derecognised on disposal ~of . . :
subsidiaries C . : 3,144 . 7,004 29,137 1,633 41,008
Net foreign currency exchange o '
differences - 4 (484) (19} (307)
Transfers in/{out) (22) (293) 3is - -
Balance at | January 2006 ' (2,533) (23,123) (114,790) - (140,446)
Disposals - 196 1,615 - - 1,811
Acquisitiens  through  business
combinations. - {1,252) (5,301) - - (6.533)
Depreciation expensc (72D {4,208) {25,677 - - {30,606)
Net foreign currency exchange
differences - (499) {2,537y (3,036)
Balance at 31 December 2006 (3,254) (28,886) {146,690} - - (178,830)
Net book value
As at 31 December 2005 36,525 48,843 160,916 - 12,533 258817
As at 31 December 2006 48,642 64,880 193,167 - 88.424 395,113
Dyno Nobe! Uimided
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
US$'000 USS'000 USS'000
13. Goodwill
Gross carrying amount
Balance at beginning of financial year 95,683 140,163 -
Additional amounts recognised from business combinations
occurring during the vear 47.88! - -
Reduction arising from realisation of deferred lax assets not
previously recognised (7.969) - -
Derecognised on disposal of subsidiaries - {38.530) -
I-ffeets of loreign currency exchange differences 2.391 (5.950) -
Balance at end of financial vear 137.986 95.683 -
Accumulated impatrment losses
There were no impairment losses recorded during the year
in relation to the carrying amount of goodwill
Net book value
Al the beginning of the year 95,683 140,163 -
At the end of the year 137,986 95,683 -

Allocation of goodwill to cash generating units

The carrying amount of goodwill is tested for impairment annually at 31 October and whenever there is an indicator that
the assct may be impaired. [l an asset is impaired it is written down t0.its recoverable amount. The recoverable amount is
based on a value in use calculation using cash flow projections based on financial forecasts. Key assumptions used for,
impairment testing for 31 December 2006 include pre tax discount rates (12 - 15%), expected future profits and future

nominal growth rates without reinvestment. Sensitivity analysis is used 1o determine whether the carrying value is

supported by different assumptions.

Goodwill is not impaired at the reporting date, The Company

basis of the cash-generating unit,

‘s geographical segments and ownership interest form the



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 3t DECEMBER 2006

Consolidated Parent
2006 2008 2006
LISS' (00 LIS§'000 UIS$ 000
14. Intangibles
Gross carrying amount .
Balance at beginning of {inancial year 7517 15,134 .
Acquisitions through business combinations _ 21.889 - b
Disposals or classified as held for sale ) - (7.617) -
Effects of foreign currency exchange differences (345) - -
Balance at end of financial year 28,561 7.517 -
Accumulated amortisation and impairment losses
Balance at beginning of financial year {3,701) (3,106) -
Disposals or classified as held for sale - 6,204 -
Amortisation (4,094) (6,799) -
Effects of foreign currency exchange differences 10 - -
Balance at end of financial year (7.785) {3.701) -
Net book value _ .
Al the beginning of the year . 3.816 12.028
Attheend of the year =~~~ o 20,776 3,816

The parent entity did not hold any intangible assets duriﬁg the period or as at 3t December 2006.

Significant intangible assets
The consoclidated entity’s intangible assets include value ascribed to patents, trademarks and customer lists. The ameortisation
petiods applied to these carrying values range from 5 - 15 years.

Dyno Nobet Lemiied
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FIMANCIAL YEAR ENDED 3| DECEMBER 2006

Consolidated Parent
2006 2005 2006
LISS° 000 USS' 000 US5°000
15. Current trade and other payables
Trade payables 154,931 140,446 2,663
Goods and services tax (GST) payable 2432 78 -
Other sundry payables and accruals 3.419 533 _ -
160,782 141,079 2,663 :
16. Borrowings .
Current borrowings
Secured
At amortised cost )
Bank overdrafis ' : - 2,437 - -
Bank loans ' - 2,880 -
Finance lease liabilities ? 1,312 267 -
3.749 3.147 -
Unsecured : : . .. R
At amortised cost
Loans from relaled parties — joint ventures and associates 10,484 8.259 -
’ ’ 10.484 8,259 -
14,233 11.406 -
Non-current borrowings ‘ s R
Secured '
At amortised cost
Bank loans’ 505,421 82,204 -
Finance lcase labilities 2,274 310 -
507.695 82,514 -

! Secured by letter of credit and general security agreement of assets of Western Explosives Ltd.
* Secured by the assets leased.
*Secured by floating charge of the consolidated entity’s assets.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 1006

Consolidated Parent
2006 2005 2006
Uss'000 [IS5°000 LIS$'000
Lease liabilities

Minimum lease payments
- not later than one year 1,610 310 -
- later ihan one year and not later than five years 2,376 360 -
Total on minimum lease payments 3.986 670 -
Less amount representing finance charges (400} 93) -
Present value of minimum lease payments 3.586 577 -
Current . 1.312 267 -
Non-current 2274 310 -
3,586 577 -

Dyno Note! Lirnited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
US5°000 USs o000 LSS’ 000
17. Provisions
Current provisions
Employee benefus 8.241 2,292 Coee s
Environmental liabtlities 4,701 5,757 . -
Warranty claims 45 565 -
Restructuring and termination costs 2,745 2,918 . -
Asset retirement obligations 117 480 B ' -
15.849 12,012 S
Non-current provisions
Emplovee benelits and post retirement obligations 39.048 36,720 ) ‘ 533
Environmental liabilities 19,639 18.154 ' -
Warranty claims 300 750 .
Asset retirement obligations 12,018 18,160 2
71,005 73.784 533

The provision for environmental costs represents the present value of the consolidated entity’s best estimate of total known
environmental costs less costs incurred to date. The estimate has been made on the basis of the anticipated costs to test and
quantify the exient of contamination in known locations. The estimate also includes the cost to undertake remediation
activities to required statutory levels.

The provision for warranty claims represents the present value of the consolidated entity’s best estimate of the future sacrifice
ol economic benefits that will be required to satisiy warranty claims for unsatisfactory delivery of product. The estimate has
been made on the basis of historical trends and may vary as a result of new materials, altered manufacturing processes and or
other events affecting product quality.

The provision for restructuring and termination costs represents the present value of the consolidated entity’s best estimate of
the costs directly and necessarily caused by the restructuring that are not associated with the ongoing activitics of the entity,
including termination benefits.

The provision for assel retirement obligations represents the present value of the consolidated entity’s best estimate of the

future sacrifice of economic benefits that will be required to remove leasehold improvement and plant and equipment from
leased property. The estimates have been made on the basis of quotes obtained from independent experts.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

17. Provisions (cont)

Consolidated
Environmental Warranty Restructuring Assel retirement
liabilities claim  and termination obligation Total
USS'000 LiS$'000 US$000 LSS 000 LISS 000
Balance as at | January 2006 23911 1,315 2918 18.640 46.784
Acquired from business
combination 3:558 - - 959 4,517
Additional provisions recognised 1,326 L0 8,403 1,497 11,336
Foreign exchange impact (153) - - (2) (155)
Unwinding of discount . - - 912 912
Reduction in provision - (855) - (859 (9,486) (11.200)
Payments against provisions {4,302) {225) (7,717) (385) (12,629)
Balance as at 31 December 2006 24,340 345 2,745 12,135 39,565
Current 4,701 45 2,745 117 7.608
Non-current 19,639 300 - 12,018 31.957
24 340 345 2,745 12,135 39.565
Balance as at 1 January 2005 18,384 1,313 2,391 17.134 39,224
Additional provisions recognised 22,057 - 1,237 2,296 25,590
Pavments against provisions _ (16,530) - (710 (790) (18.030)
Balance as at 31 December 2005 23911 1,313 2918 18.640 46.784
Current . 5,757 565 2918 480 9.720
Non-current . 18,154 750 - 18,160 37.064
' 23,911 1.315 2918 18.640 46.784
Employee benefits Consolidated Parent .
2006 2005 2006
LiS$'000 LIS§'000 US$'000
The aggregate employee benefits liability, including
on costs is comprised of!
Provisions (current):
- annual leave 8,153 2,241 -
- superannuation 88 5l -
Total current 8241 2,292 -
Provisions {non-current}):
- superannuation 39,048 36,720 -
Total non -current 39,048 316,720 -
Total emplovee benefits liability 47,289 39,012
Employee numbers
Number of employees as at 31 December 3463 2.518 -

Dyno Nonel Lirnnted
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

18. Defined benefit superannuation plan

The parent entity. Dyno Nobel. has no employees and therefore does nat support any defined benefit post-employment

plans. Accordingly the disclosure detailed below relates 1o the consolidated entity.

The consolidated entity operates a number of defined benefit plans to provide benefits for employees and their

dependants on retirement. disability or death.

In America. several defined benefit pension plans are in operation,

Contributions to the plans are determined by actuarial valuation using the projected unit credit cost method.

Following the acquisition of ETI the consolidated entity acquired three defined benefit plans.

Separate plans cover non-union employees and union employees.

During the year the consolidated entity made employer contributions of US$15.8 mllllon (2005:US$12.2 m:lllon) lo 1he

funds.

The consolidated entity expects to make a contribution of US$16.5 million in 2007.

The kev assumptions and amounts recognised in the income statement and balance sheet for the American' funded

defined benefit pian are set out below: . sl L
2006 2005

American Defined benefit plan-funded . % %

Key assumptions

Discount rates 5-6 6
FExpecied return on plan assets - 7-8- 8
Expected rates of salary increase . 2-3.7 3.27
. Pl I
Amounts recognised in the income statement in respect of these defined Benefit plans are as‘follows: = = =" '7
Consolidated
2006 2005

US$'000 US§*000
Current service cost . . : .5.287 . 4,651
Interest cost 9,868 6,903
Expected return on plan assets {9.868) (6,625) .
Actuarial losses and prior service costs - : 948 9l
Plan changes ' ' ‘ 3,132 -
Other 317 .
Net curtailment or settlement gains on plan changes (7,115)
Total 2,569 5,840
T 1SS 2 6 muiteon of thexe cosiy have been metuded i accrualy
The charge for the vear is included in: Other employment benefit expenses.

’ : C . - Consolidated .
2006 2005

USS'000 US5'000

The amcunt included in the balance sheel arising from the entity's obligations in respect of
its defined benetit plan is as follows:

Present value of funded defined benefit obligations 185.596 137403
Fair value of plan assels (146.938) (95.615)
Deficit J8.658 41,788
Nel actuary losses not recognised (8.658) (8.855)
Past service costs not recognised (550} {3.298)
Net liability arising from defined benefit obligation 29.450 29,635
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Consolidated
2006 2005
USS$ 000 USS'000

15. Defined benefit superannuation plan (cont)

Movements in the present value of the defined benefit obligations in the current period were
as follows:

Opening defined benefit obligation 137,403 119,542
Current service cost 5,287 - 4,651
Interest cost 9,868 6,903
Net curtailment ! (7.115) 416
Plan changes - . - : . ‘ 438 -
Actuarial losses/(gains) (909) all
Benefits paid (7.269) (4.476)
Other - 218 9.456
Business combinations 47.675 -
Closing defined benefit obligations 185.596 137.403

JI.'Julrmg the year the plan habilites were remeasured effectively reducing the projected benefit nbligunons,

Movements in the present value of the plan assets in the current period were as follows:

Opening fair value of plan assets . ) 95,615 83,881
Expected return on plan assets ) ' 9,868 4,010
Actuarial gains ' 3,429 .
Contributions from the employer 15,444 12.200
Benefits paid ’ (7,269 (4.476)
Business combinations 29.851 -
Ciosing fair value of assets, 146,938 95,615

The analysis of the plan assets and the expected rate of return at the balance sheet date is as follows
. . . . . e - .. Fair. value of plan assets
2006 2005
US$'000 Uss'000

Equity instruments ' 13,112 60.849
Debt instruments 84,698 29,947
Property 6.399 4.819
Cash . 723 -
Other ' 42.006 -
Fair value of assets ' 146,938 95.615

The actual return on plan assets was US$13.457 million (2005: U$$4.01 million).

The overall expected rate 6f return on assets is determined by weighting the expected long
term rate of return by each asset class.

The plan assets do not include any ordinary shares of the Dyno Nobel and no entity within the group occupies
property owned by a defined benefit plan.
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Consolidated
2006 2008
US'000  USS'000

18. Defined benefit superannuation plan (cont)
The history of experience adjustments is as {ollows: -

Experience adjustments on plan liabilities 913y 911
Experience adjustments on plan assets 3,429 (144)

The consolidated entity also sponsors American unfunded post-retirement benefit plans that principalty provide health
care benefits for employees. The estimated costs of retiree benefit payments are accrued during the years the employee
provides service.

2006 2005
American defined benefit plan- unfunded % %
Key assumptions
(expressed as weighted average) -
Discounted rate . - 5-6 6
Expected rate of salary increase 2-2.5 3.27
Amounts recognised in the income statement in respect of these defined benefit plans are as follows: .
Consolidated
T 2006 . 2005
US'000  USS'000
Current service cost 76 26
Interest cost 396, 342
Actuarial losses/{gains) and prior service costs S LT (M3 . (37)
Changes in plan (489) -
Total ' Il (130) 7 331 77T

The charge for the vear is included in Other employment benefit expenses.

Movement in the present value of the defined benefit obligations in the current peried were as follows:

Opening defined benefit obligation 4,206 3.294
Current service cost 76 26
Imerest cost 396 342
Contributions from plan participants 379 377
Plan change (489) -
Actuarial {gains} ' : (113) 37
Benelits paid ] (824)  (653)
Other (96} ‘857"
Business combinations 3514 -
Closing defined benefit obligations 7.449 4206
Net unrecognised gains 2,148 2,879
Net liability arising from defined benefit obligation 9.597 7,085
New e
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Consolidated

2006

2005

Us$'000  US3'000

18. Defined benefit superannuation plan (cont)

The liability is disctosed in the balance sheet as follows:

Current liability: accruals 2.600 -

Non-current liability: employee benefits and post-retirement obligations _
Funded defined benefit plan 29450  29.633
Unfunded defined benefit plan 9.597 7.085
35,047 36,720

The consolidated entity also provides company sponsored plans for employees in Australia. The benefits

are provided either a defined benzfit basis or a defined contribution basis.

This defined benefit superannuation plan is a funded plan. The superannuation plan computes their obligations in

accordance with actuarial valuation usingthe projected unit credit cost method.

The net surplus determined'in the plans most recent financial report, being the report for the year ended 31 DLCCmer

2006 was A$86,000 (US$59,000), (2005:A$94,000 (US$69.000).

Funding recommendations are made by the actuaries based on their forecast of various matters. including future plan

assets performance, interest rates, and salary increases.

The consolidated entity has a legal liability to make up a deficit in the plan but no legal right to any surplus in the plan

to further its own interests.

No contributions were made to the defined benefit plan as the plan was in net surplus.

The consolidated entity contributed 1JS$2.19 million to the defined contribution plan.

The expected contribution for 2007 is US2.27 million.

Dyno Nopel Limited
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Parent
2006
No. '000
19 Share capital
{a) Share capital
Ordinary shares. fully paid ‘ 805,942
(b) Movements in ordinary shares
Balance at beginning of year | -
Issued during the year to previous holders of equity . . . . 350,196
Issued at Float 455,746
Balance al the end of the year L 805,942 .
{¢) Terms and conditions of issued capltal ’ - et
Ordinary shares have the right to receive dividends as declarcd and in the event of the winding up ofthc Company, to -
participate in the proceeds from the sale of all surplus assets in proportion to the number and amounts paid on the
shares held, Ordinary shares cntitle the holder to one vote, either in person or by proxy. at a meeting of the
Company.
Parent
2006
-No 000
(d) Movement in convertible redeemable preference shares ] . ..
Balance at beginning of the year . ) -
Issued to previous holders of equity and management ‘ ‘ : ) 244746
Redeemed during the year s ) : ' {244,7486)

Balance at the end of the year -

Prejerence shares were redeemed on 12 April 2007 for AS2.37 per share. The share redemption, for consideration of SUS418.6m was funded
[from the IPO proceeds.

Share options issued under the ESOP
On 7 April 2006, Dyno Nobel issued 19.625.000 and on 31 May a further 523,532 share options over ordinary shares
undcer an exccutive share option plan. These options have a fair value at grant date of A$5.8 million (US$4.2 million).

As al 31 December 2006 the share options are unvested. Share options granted under ESOP carry no rights to
dividends and no voting rights. Further details of ESOP are contained in Note 32.
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Consolidated Parent
2006 2005 2006
USS*'000 USS$'000 LIS5°000
20). Reserves
Asset revaluation 1,353 - -
Foreign currency translation 15,694 4,754 -
Employee equity-settled benefits 2,522 - 2,522
Hedging (343) (292) -
Other : (6,050) - .
13,176 4,462 2.522
(a) Asset revaluation reserve
Balance at beginning of linancial year - - -
Increase arising from acquisition of remaining shares in
investments that were being accounted for using the equity
method 2.255 - -
Deferred tax liability arising on revaluation (902) - -
Balance at end of financial year 1,353 - -

The asset revaluation reserve arises on the revaluation of property, plant and equipment arising from the fair value increascs
recorded upon the full acquisition of the available shares in two entities, Minnesota Explosives, [nc and Dyno East Kentucky.
Inc. These ¢ntities were previously accounted for using the equity methed.

(b) Foreign currency translation reserve

Balance at beginning of financial year 4,754 (30,710) -
Translation of foreign operations - 4,785 {24.272), -
Transfer on disposal of business ~ - - 59.736 -
Increase arising from change in functional currency of : .

DNHASA 6,155 - -
Balance at end of financial year - . 15,694 4,754 -

Exchange differences relating 1o the translation to US dollars, being the presentation currency of the financial report from
local currencies are brought 1o account by entries made directly to the foreign currency translation reserve.
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Consolidated Parent
2006 2005 2006
US§'000 USS$'000 - USs 000

(¢) Employee equity-settled benefits reserve
Balance at beginning of financial year - - ' -
Share-based pavment 2,522 - 2.522

Bulance at end of financial vear 2,522 - 2,522

The employee equity-scttled benefits reserve arises on Lhe grant of share options to executives
under the executive share option plan. Amounts are transferred out of the reserve and into issued
capital when the options are excreised.

(d) Hedging reserve

Balance at beginning of financial year (292) * T . ' .
Gain/(loss) recognised: ‘ .
Forward exchange contracts 242 (292} -
Interest rate swaps (293) - : .-
Balance at end of financial yvear ) {343) {292) ' -

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The
cumulative deferred gain or loss on the hedge is recognised in profit or loss when the hedged transaction impacts the profit or
loss, or is included as a basis adjustment 10 the non-financial hedged item, consisient with the applicable accounting policy.

T T

(e} Other reserves . N T I ‘
Balance at beginning of financial year ) 2,729 16.889.-- -, ; ey
Profit atiributable to minority interest 38 32, . . -
Reduction in minority interest on disposal of business - (17.872) . -
Acquisition of minority interests* (8.741)

Balance at end of financial year . (5.974) ‘ 2729 -

Included 1 other reserves is the excess purchase consideration arising from the acquisition of the minority imerest in Dyno Nobel Canada, inc and |

St Lawrence Explosives, Inc.
’



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
US$'000 US5'000 LISS'000

21. Retained earnings
Balance at beginning of financial year 467,966 (36.988) .
Net profit attributable o members of the entity 83,288 509.780 400
Dividends provided for or paid {note 23) (648.218) (4.820) -
Balance at'end of financial year (96.964) 467,966 400

Doynn Noge! Lamited
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Consolidated
2006 2005
US Cents US Cents
per share per share
22.Earnings per share
Basic earnings per share
From continued operations 9.99 3.79
FFrom discontinued operations *0.36 59.47
Total basic earnings per share  ~ 10.35 ~63.26
Diluted earnings per share
From continued operations . 9.99 379
From discontinued operations ‘ " 0.36 59.47
Total diluted eamnings per share 10.35 63.26
Basic earnings per share 2006 2005
“The carnings and weighted average number of erdinary shares used in US$'000 US$'000
the calculation of basic earnings per share:
Eamings {a) 83.288 509,779
Farnings for continued operations (a) 80.493 30,509
2006 2005
No.'000 No."000
Weighted average number of ordinary shares for the purposes of basic
carnings per share (b).{¢) §015.942 805,942
(1) carnings used in the calculation of total basic carnings per share and diluted
carnings per share from continuing operations reconciles to net profit in the income stalement as
fotlows:
2006 2005
Uss'ooo Uss'000
Earnings used in the calculation of basic EPS 83,288 509.779
Adjustment to exclude profit from discontinued
cperations:
Operating loss - 10,912
(ain on disposal of operations (2,795) (490,182)
Earnings used in the calculation of basic EPS from continuing operations 80,493 30,509




NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCEAL YEAR ENDED 31 DECEMBER 2006

Consolidated
2006 2005
US cents US cents
per share per share
22.Earnings per share (cont)
Diluted earnings per share 2006 2005 -
The earnings and weighted average number of ordinary shares uscd in the Uss 000 LSS 000
calculation of diluted carnings are as {ollows:
Earnings (a) . . 83.288 309,779
Earnings for continued operations {(a) 80.455 34,221
No.'000 No.’000
Weighted average number of ordinary shares for the purposes of diluted ' 805972 205.942
earnings per share (b,{c) T ' :
(a} earnings used in the calculation of total diluted earnings per
share and diluted earnings per share from continuing operations
reconciles to net profit in the income statement as follows: .

- : - . US$*000 LiSS*000
Earnings used in the calculation of diluted EPS 83.288 . 509,779
Adjustment to exclude profit from discontinued operations
Operating loss ' . - 10.912
Gain on disposal of operations (2.795) {490.182)
Earnings used in the calculation of diluted EPS from continuing .
operations §0.493 30.509

0 it e o

(b} the weighted average number of ordinary shares for the purpose of diluted earnings per share

reconciles to the weighted average number of ordinary shares used in the No.’000 No.’000
calculation of basic earnings per share as follows:

Weighted average number of shares used in the

calculation of basic EPS. o ‘ . 805.942 £05,942
Potential shares . ‘ _ 30 -
Weighted average number of ordinary shares used in the calculation of

diluted EPS 805,972 805,942

{c) In accordance with the reverse acquisition rules set out in AASB 3, the weighted average number of
ordinary shares outstanding during the year is deemed to be the number of ordinary shares issued by the
legal parent, Dyno Nobel, pursuant 1o the acquisition of the legal subsidiary, Dyno Nobel

Holdings ASA.

Dyno Nobel granted 19,625,000 options under an ESOP on 7 April 2006. These potential ordinary
shares are not dilutive as at 31 December 2006 and are therefore excluded from the weighted average
of ordinary shares for the purposes of calculating dilutive earnings per share.

Cumulative redeemable preference shares were issued and bought back during the vear. They have not
been included in the determination of basic or diluted earnings per share as no shares were on issue al
31 December 2006,

Also pursuant to the prospectus, certain members of the management team are entitled to a further

allocation of shares, to be funded in the main by the previous holders of equity of Dyno Nobel Holdings ASA.
if the statutory forecast for 2006 is achieved. The allocation of any shares follows announccment of the
results for the year ended 31 December 2006.The number of shares (o be allotted is 1,251,686.

The dilutive effect has been included in the above calculation,
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Consolidated Parent
2006 2005 2006
USS'000 USs 000 1US$' 000

23. Dividends
Dividends — Post iPO - - -
Dividends paid out of pre IPO retained carnings’ 648.218 4.825 .

' On 13 March 2006, the Directors of Dyno Nobel Holdings ASA declared and paid twe dividends, being USS149 miltion (55.31 per share) and’
1/8549%.2 miflion (517.80 per share) as part of the group restructure transactions eccurring prior to the IPO. The calculation of dividend per skare,
15 based an the number of Dyno Nobel Holding ASA erdinary shares oursianding al the date of payment.

The directors of Dyno Nobel have determined 1o pay an unfranked dividend of AUD 2.8 cents per share on 27 April
2007, This dividend equates to 45% of consolidated net profit after tax, for the half-year ended 31 December 2006.
The record date for the dividend is 3 April 2007, The Board has also detcrmined to commence operation of the
Compam s dividend reinvestment plan ("DRP™) and eligible sharcholders will be able to participate in the DRP in
relation 1o the dividend. The DRP is optional and an information booklet and application form will be provided to
sharchelders for their consideration in advance of the record date. Completed application forms must be received by
the Company by no later than 5.00pm (Sydney time) on 3 April 2007 in order to be effective,

The directors of Dyno Nobel did not determine 1o pay a dividend during the reporting period.

1
.o

24, Contingent assets and liabilities

Dyno Nobel is currently a parly to a number of unresolved litigation cases and disputes and may be exposed to potehlialh
legal and other claims or disputes in the future with respect to its operations and in-relation to claims arising out of the
operations. of certain recently acquired businesses. Current outstanding claims- include. personal injury claims arising out of
alleged defective products, personal injury claims by employees hurt in the course of transporting products, claims for

property damage as a result of the group’s blasting activities and environmental remediation ‘claims and actions brought”.

against the group by third parties or relevant gavernment agencies. The group maintains insurance that may cover all or a
portion of any losses arising out of current and outstanding claims. and the group may be indemnified by the former owners
ol certain recently acquired businesses for certain of the outstanding claims.

Based on the information currtml) available. Dyno Nobel is not aware ot"any circumstance that is likely to lead to a matenal )

exposure in respect of known outsianding claims.
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25. Subsidiaries
The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiarics in
accordance with the accounting policy described in note 1:

Equity
Country of Class of holding
Name of entity incorporation shares 2006 2008
% %
Dyno Nobel Holding ASA Norway Ordinary 100 0
industrial Investments Australia Finance Pty Ltd 3 Australia Ordinary . 00. 0
Dyno Nobet Management Pty Lid - - 3 Australia Ordinary 100 0
Te Moana Insurance Limited New Zealand Ordinary . 100 0
Dyno Nobel Floldings USA 11 Inc, USA Ordinary 100 100
Dyno Nobel Holdings USA [nc. © USA Ordinary 100 100
-Dyno Nobel Inc. USA Ordinary 100 100
ET1 Holdings Corp. o 2 USA Ordinary 100 0
ET] Canada Inc.. 2 USA Ordinary 100 0
ETI Export Inc. p) USA . Ordinary 100 ]
American East Explosives, Inc. 2 USA Ordinary - 100 0
Dyno East Kentucky, Inc. 3 USA -Ordinary 100 . 50
St Lawrence Explosives Corp. 3 USA Ordinary 100 82
Hail Explosives, Inc. 3 USA Ordinary 100 82
DNX Drilling Inc. (formerly South Miami Heavy Equipment Inc.) 3 USA Ordinary 100 0
Dyno Nobel Transportation Inc. USA Ordinary 100 100
IRECO Holdings Company USA Ordinary 100 100
Simsbury Hopmeadow Street LLC USA Ordinary 100 100
Tech Real Estate LLC USA Ordinary 100 100
ML. State Bit Services, Inc, 3 Usa Ordinary 100 0
SLJ Drill Services, Inc. 3 USA Ordinary 100 0
Minnesota Explosives Company 3 USA Ordinary 100 55
John W.Angelini Blasting, Inc. 3 USA Ordinary (00 0
CMMPM, LLC Mexico Ordinary 100 100
CMMPM, L.P, Mexice Ordinary 100 100
Compania Mexicana de Mecha para Minas S.A. de
CV. Mexico Ordinary 0o 100
Dyno Nobel Canada Inc. Canada Ordinary 100 100
Western Explosives Ltd. Canada Ordinary 100 100
Dyno Nobel Nitrogen, Inc. Canada Ordinary 100 100
Dyno Nobel Nunavut Inc. Canada Ordinary 100 100
Alberta Lid. Canada Ordinary 100 100
Independent Explosives Co. of Penna 4 USA Ordinary 100 100
IR Inc. 4 USA Ordinary 100 100
Dyno Nobel Asia Pacific Limited 5 Australia Ordinary 100 100
Dampier Nitrogen Pty Ltd 3 Australia Ordinary 1o 50
Dyno Nobel Ammonia Pty Lid 3 Australia Ordinary 100 100
Dyno Nobel Morua Pty Ltd 5 Australia Ordinary 100 100
Dyyno Nobel Moranbah Pty Lid 3 Australia Ordinary LO0 0
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25. Subsidiarics (cont)

Country of Class of Eqiiity holding
Name of entity incerporation shares 2006 2005
Dyno Ncbel Administration Pty Lid 5 Australia Ordinary 100 100
DNX Australia Pty Ltd (formerly CBS Explosives Pry Limited) Australia Ordinary 100 100
Prime Manufacturing Ltd -4 NZ Ordinary 75 75
Dampier Urea Pty Lid 34 Australia Ordinary 100 0
Dampier Ammonia Pty Lid KN Australia Ordinary 100 .50
Plenty River Ammonia Holdings Piy Ltd i+ Australia Ordinary 090 0
DN Investments Pty Ltd 45 Australia Ordinary 100 . ., 100
[3yno Nobel Superannuation Pty Lid 3 Australia Ordinary J00, ..o 0
Dyno Nobel Holdings Australia Pty Ltd 45 Australia Ordinary 1002 . 4100
MSI Explosives Pty Lid 45 Australia Ordinary 100.. ., 100
CBS Waier Gel Explosives Pty Lid 45 Australia Ordinary 100 - 2100
Dyno Nobel Nitrates Pty Limited 4.5 Australia Ordinary 100 . .35 :100

!Due to the application of reverse acquisition accounting, the interest in the subsidiaries shown in the comparatives has been taken as the interest

held by the legal subsidiary, Dyno Nobel Holding ASA.
© The ETI group was acquired in February 2006,

*An tmierest in these entiies was aequired or increased 1n 2006,

! These entinies were dormant during 2006,
* These ennnies are a member of the Ausiralian 1ax-consehidated group. of @ 1ax., .
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26. Changes in the composition of the entity

a} Acquisition of Dyno Nobel Holdings ASA by Dyno Nobel

Effective 5 April 2006, Dyno Nobel acquired 100% of the shares in Dyno Nobel Holding ASA for US§1,475.2 million
through the issuance of a loan note for US$1,0t1 million and the assumption of debt of US$464 million. To settle the
loan note purchase consideration, Dyno Nobel issued 346,339,156 ordinary shares for US$592 million, and a further
244,746,106 convertible redeemable preference shares for LJ$$418 million. Through an IPO on the Australian Stock
Exchange on 7 April 2006, Dyno Nobel issued a further 455,746,221 ordinary shares for A$1.048 million (US$779
million less transaction costs and associated tax benefit of US$24 million). The proceeds from the 1PO were used to
reduce debt and redeem the convertible redeemable preference shares.

In accordance with AASB 3 *Business Combinations’ the acquisition of Dyno Nobel Holding ASA by Dyno Nobel
was accounted for as a reverse acquisition and the consolidated financial statements have therefore been preparcd as
a continuation of the financial statements of the accounting acquirer, Dyno Nobel Holding ASA. Accordingly,
comparative information is provided for the balance sheet and related information as at 31 December 2005 and the
income statement, statement of cash flows, statement of changes in equity and related information for the year to 31
December 2005.

As a result:

¢ the retained earnings of the consolidated group represent the retained earnings of Dyno Nobel Holding ASA
from the date of its incorporation, plus the results of other combining entities {tom the date of acquisition of

the Group. Dyno Nobel Holding ASA’s retained earnings at Lhe date of the business combination are not
available for the payment of dividends to the sharcholders of Dyno Nobel;

» the consolidated balance sheet comprises the exisling consolidated net assets of Dyno Nobel Holding ASA
and its controlled entities measured al their historical cost {rather than fair value), plus the fair value of the net
assets of the other combining entities; and

* the financial report includes comparatives for the Dyno Nobel Holding ASA group, including thosc
discontinued operations sold as part of the restructure process.
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26. Changes in the composition of the entity (cont)

b}  Current year business acquisitions
| During the year, the group made the following business acquisitions:

Name of entify ETI Holdings Corp

% Acquired ' 100%

Date of acquisition 14 February.2006

Principal activity ) Explosives manufacturer and distributer

*

|
|
|
|
|
The net assels acquired in the business combination and the goodwill arising are as follows:

Acquiree’s Fair value Fair valué® .
carrying adjusiments
amount before
‘ business
| combination
Us$:000 - US§'000 US$'000
ASSETS .
Cash and cash cquivalents 2,053 - 2,053
Receivables 16,709 - 16,709
Inventorios 12,867 - 12,867
Prepayments 6,381 - 6,381
Property, plant and equipment 30,993 3,097 34,090
Intangibles 208 9,492 9,700
Deferred Lax assets ' 1,363 8,536 9,899
Other 5,365 (3,218) 2,147
TOTAL ASSETS ‘ 75,939 17,907 93,846
LIABILITIES ' ‘ R
Payables . . 22,497 - . 22,497
Provisions - 1,271 - 1,271
Retirement benefit obligations B 19,440 . 4603 L. 24,043
Other 1,970 - 1,970
TOTAL LIABILITIES 43 907 5,874 C 49,7817
NET ASSETS 32,032 12,033 44,065
Gooedwill arising on acquisilion’ 28,849
Cash consideration paid 72914
| Conributed revenue’ 75.879
Net tass afier tax? (679)

'Goodwill 15 attributable 1o the acquired entisy’s strong position in trading, manufacture and sale of commercial explosives and the
strategie cdvantages and synergies expecied 1o arise as a result of the acquisition,

* The faur value of the ner assets has been determined on a provisional basis. In accardance with AASB 3, adjustments to provisional
determingtions are permitied provided the amounts are completed within 12 months of the acquisition date. The fair value of the assets
and habiliies are i the process of being finalised.

*Revenuc and profit for the acquired entiry have not been disclosed as if the business combinarion had occurred from the beginning of
the year. The information 1s not readily available as Dyno Nobel would have managed ihe businesses differently and therefore the resulis
would have been different from the actual results. The information disclosed is from the date of acquisition, and excludes profit arising
from the mtegratton and transfer of heritage ETI assets and liabilities, into the Dyno Nobel North America business.
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26. Changes in the composition of the entity (cont)

Name of entity Dyno East Kentucky, Inc.

% Acquired Dyno Nobel acquired the remaining 50% from a joinl venture paniner
Date of acquisition 28 February 2006

Nature of business Explosives distributor

The net assets acquired in the business combination and the goodwill arising are as follows:

Acquiree’s Fair value Fair value !
carrying adjustments
amount before
business
combination
Us$'000 Uss$'000 Uss$ ooo
ASSETS Co o
Receivables 3,583 - 3,583
[nventories 718 - 718
Other financial assets 219 - 219
Property, plant and equipment 813 926 1,739
Other - 200 900
TOTAL ASSETS 5,333 1,826 7,159
LIABILITIES
Bank overdraft 112 - 112
Payables 2,802 - 2,802
Provisions 378 - 378
Deferred tax liability (68) 396 328
TOTAL LIABILITIES 3,224 396 3,620
NET ASSETS 2,109 1,430 3,539
Asset revaluation reserve” ' (463)
Goodwill arising on acquisition’ ’ .. ’ 5,924
Cash consideration paid 9,000
Contributed revenue’ - 14,271
Net profit after tax’ . 586

'Goodwill is attributable to the acquired entity's strong position and profitability in trading in the sale of commercial explosives and related
services marke! and the sirategic advaniages expected to arise us a result of the acquisition.
X The fair value of the ner assets has been determined on a provisional basis. In accordance with AASB 1, adjusiments to provisional determinations
are permitted provided the amounts are completed within 12 months of the acquisition date. The fair value of the assets and liabilities are in'the
process of being finalised.
*Revenue and profit for the acquired entity have not been disclosed as if the business combination had accurred from the beginning of the year. The
information is not readily available as Dyno Nobel would have managed the businesses a'gﬁ‘“erenn'y and .'herefore the results would have been
dtﬂerem Jfrom the actual results. The information disclosed is from the date of acquisition.

* In accordance with AASB 3, where a business combination is achieved in stages, each transaction is Irea.'ca’ separa.'eb' using cost and farr value
information at the date of each exchange transaction.
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26. Changes in the composition of the entity (cont)

Name of entiry Minnesota Explosives Company

% Acquired Dyno Nobel acquired the remaining 45% from a joint
venture pariner

Date of acquisition | November 2006

Principal aclivity Explosives manufacturer and distributor

The net assets acquired in the business combinatien and the goodwill arising are as follows:

Acquiree's Fair value Fair value ’
carrying adjustments
amount before
business
combination
Us§'000 Us$'000 Us$7000
ASSETS )
Cash and cash cquivatenis 135 - 135
Receivables 1,225 - 1,225
Inventories 538 - 538
Prepaymants 299 - 299
Property. plant and equipment 1.478 271 1,749
Mher 18 - 18
Intangtbles - 1,350 1,350
TOTAL ASSETS 3.693 1,621 5,314
LIABILITIES
Payables 548 - 548
Tax 324 - 324
Provisions . 16 ] - 16
Deferred tax liability - 574 s
TOTAL LIABILITIES §88 574 1,462 -,
NET ASSETS 2,803 1,047 1,852,
Asset revaluation reserve (890}
Goodwill arising on acquisition’ 738
Cash consideration paid - 3,700
Contributed revenue’ : . ‘ 6,531
Net profit after tax” ‘ o 402

'Goodwill 1s arrbutable to the acquired entity's strong position in trading, manufacture and sale of commercial explosives and the
sirategic advaniages and synergies expecied to arise as a result of the acquisition.

I The faur value of the ner asseis has been determined on a provisional basis. In accordance w .crh AASB 3, adjustments 1o provisional
determinaiions are permitted provided the amounts are completed within 12 months of the acquisition date, The fair value of the assets
and habil:lies are in the process of being finalised.

‘Revenue and profit for the acquired emiity have nor been disclosed as if the business combination had oceurred ﬁ-om the beginning of
the year, The informanon 15 not readily available as Dyno Nobel would have managed the businesses differently and therefore the
results waonld have been different from the actual resulis, The information disclosed is from the dote of acquisition.

! In accordance with AASBI, where a business combination is achieved in stages, each transaction is treated separately using cost and

Sfaur value information ar the date of each exchange transaction.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

26. Changes in the compaosition of the entity {cont)

Name of entity

Mt. State Bil Services, Inc.

% Acquired
Date of acquisition
Principal activity

100%
| December 2006
Drilling and blasting operations

The net assets acquired in the business combination and the goodwill arising are as follows:

Acquiree's Fair value Fair value
carrying adjustments
amount befare o
business
comhbination

Us§$ 000 - US$’000 US$’000
ASSETS
Cash and cash equivalents 73 - 73
Receivables 1,962 - 1,962
Inventories 664 - 664
Prepayments 7 - 7
Property, plant and equipment 137 2,313 2,450
Intangibles - 1,125 1,025
Other 252 - 252
TOTAL ASSETS 3,095 3,438 6,533
LIABILITIES
Payables 1,399 - 1,399
Provisions 18 - L8
Deferred tax liability 923 - 923
Other - 209 209
TOTAL LIABILITIES 2,340 209 2,549
NET ASSETS 755 3,229 3,984
Goodwill arising on acquisition’ 1,406
Cash consideration paid 5,390
Contributed revenue’ 1,259
Net profit afier tax’ 16

{Goodwill is attributable to the acquired entity's strong position and profitability in irading in the sale of commercial explosives and related

services marker and the strategic advantages expected 1o arise as a result of the acquisition.

2 The fair value of the net assets has been determined on a provisional basis. In accordance with AASB 3, adiustments to provisional determinations
are permitted provided the amounis are completed within 12 months of the acquisition dote. The fair value of the assets and liabilitses are in the

process of being finalised.

dRevenue and profis for the acquired enrity have not been disclosed as if the business combination had occurred from the beginning of the year. The
information is not readily available as Dyne Nobel wowld have managed the businesses differently and therefore the results would have been

different from the actual results. The information disclosed is from the date of acquisition.

Dyno Noba! Limsied
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

26. Changes in the composition of the entity (cont)

Name of entity SJL Drill Services, Inc. . “
% Acquired 100%

Date of acquisition 1 December 2006

Principal activity Drilling and blasting operations

The net asscts acquired in the business combination and the goodwill arising are as follows: -

Acquiree's Fair value Fair valoe
carrying - adjustments
amouni before - ‘
business I
combinalion '
us$ooo US3000 USS§ 000
ASSETS
Cash and cash equivalents 38 - 38,
Receivables 345 - 345
Inveniorics 394 - 394
Property, plant and equipment 58 1,855 1,913
Intangibles S - 270 270 o
TOTAL ASSETS 835 2,125 2,960
LIABILITIES .
Payables 811 . - 811 e .
Deferred 12x liability - 1,024 1,024
TOTAL LIABILITIES g1t 1,024 1,835
NET ASSETS 24 1,101 1,125
Goodwill arising on acquisition’ 1,885 -
Cash consideration paid . L . 3.010
Contributed revenue? 189 .
Net profil after tax’ : : . 23

'Goodwil s anributable to the acquired entity's strong position and profitability in trading in the sale of commercial explosives and relared ¢
services market and the sirategic advaniages expected 1o arise as o resuis of the acquisition.

* The faur value of the net assets kas been determined on a provisional basis. In accardance with AASB 3, adjusiments to provisional determinations
are permitred provided the amoums are completed wuhin 12 mowhs of the acquisition date. The fair value of the assets and labilities are in the
proce:: of heing finalised.

*Revenue and profi for the acquired entity have not been disclosed as if the business combinarion had accurred from the beginning of the year. The
informarior 15 not readily avarfable as Dyno Nabel would have managed the businesses di [ferem!y and therefore the resm'!s would have been
different from the aciual resuits, The information disclosed is from the date of acquisition.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 1006

26. Changes in the composition of the entity (cont)

Name of entity Industrial Investments Australia Finance Pty 1.td
% Acquired 100%
Date of acquisition 5 April 2006
Principal activity Finance company

The net assets acquired in the business combination and the goodwill arising are as follows:

Acquiree’s Fair value Fair value'
carrying amount adjustments
before business
combination

uss'o00 US$000 US3°000
ASSETS S
Trade and other receivables 787.977 - 787.977
Other financial assets 4,955 - 4,955
TOTAL ASSETS 792,932 - 792,932
LIABILITIES °
Overdraft . . ] 17 - 17
Borrowings 775,465 - 775,465
Deferred tax liabilitics - . . 2 - 2
Other liabilities ' ' 14,248 - 14.248
TOTAL LIABILITIES 789,732 - 789,732 .
NET ASSETS, | 3.200 - - 3.200
Goodwill arising on acquisition . . N -
Settled via non-cash transaction as patt of pre -
IPO restructure -~ . . . 3.200

'The fair value of the net assets has been determined on a provisional basis. In accordance with AASB 3, adjustmenis to provisional determinations
are permitied provided fhe amounts are camplered within {2 months of the acqmsmon date, The fmr value of the assets and liabilities are tn the
process of being finalised.

) Current year business acquisitions

Effective 7 February 2006, the group acquired the assets and liabilitics of the Spanish Fork business. This transaction
completed the Ensign Bickford acquisition that originated in May 2003. The net consideration paid was US$9.5
million and this created goodwill of US$2.8 million, .

On | September 20006, the group acquired the drilling assets and related operations of John W. Angelini Blasting Inc.
The acquisition supplements the group’s growing drilling and blasting divisions. following the earlier acquisition in
February of South Miami Heavy Equipment Inc. The nct considerations paid were US$15.0 million. No goodwlll was
created on these acquisitions.

In addition, during the year the group acquired the rcmalnmg minority mter\,sts in St Lawrence Explosives, [m, for
US$2.7 miliion. -

Dyna Nobet Lirmited
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

27. Segment reporting
(a} Business and geographical segments

The consolidated entity operates in only one segment of business, namely the manufacture and sale of commercial
explosives and related accessories to mining, quarrying and construction industries. The consolidated entity operates
in 1wo geographical segments, North America and Australia.

2006 North  Australia Other  Unallocated Total
Primary reporting format. America )
geographical US$'000 USS'000  USS000 USS$'000 US$'000
Sales to external customers 1,001,723 216,059 - - 1,227,782
Other 11,470 44 - - 11,514
Total segment revenue 1,023,193 216,103 - - 1,239,296
Segment result 117,964 15,696 - - 133,660
Share of joint venture result 7,875 4,583 {5.506) - 6,952
125,839 20,279 (5.506) - 140,612
Unallocated net financial costs - - - - (27.022),
Profit from continuing operations before - I
income tax - - - 113.5%0- - -
Income tax expense - - - - (33.135)
Profit from continuing operations - - - - 80,455
Segment assets 713.306 145.673 - 145.379 1,004,358
Segment liabilities 196.204 57,017 - 521,815 775.036
Agquisition of assets 84.262 34,808 - - 119.070.
Carrying  amount  of  investments
accounted for using the equity method 30,508 22,191 988 - 53,687
Depreciation and amortisation 28.800 5,900 - - 34,700
2005 North  Australia Other  Unallocated Total
Primary reporting _format- America
geographical USS'000 USS'000  USS'000° UsS$'000 ' "USS'000
Sales 1o external customers 761.855 202.262 - - 964,117
Other 4,886 - - - 4.886
Total segment revenue 766,741 202.262 - - 969,003
Scgment result 31,668 (6.517)° - - 25,151
Share of joint venture result 4,779 176 (3,715} - 1,240
36,447 (6.341) (3:715) - . 26,391
Unallocated net financial costs i X i i 23,099
Profit from continuing operations before -
income tax - - - 49,490
Income 1ax expense - - - - {15.269)
Profit from continuing operations - - - - 34,221
Scgment assels 542,849 121,568 - 588.459 1,252,876
Sepment liabilitics ' 157.021 - 52.554 - C 124,449 334.024
Acquisition of assels 50,591 7.658 - - 58,249 '
Carrying  amount  of  invesiments
accounted for using the equity method ¢ 27.212 16.560 5,582 - 49,354
[mpairment losses 2,495 - - - 2.495
Depreciation and amortisalion 28,570 6,629 - - 35,199

! Segment assets labiities are those operating assers liabilities, such as trade receivables'payables and property, plant and equipment that are

employed by a segmemi in s operating acrivities. Assets mot directly emplayed, such as iax assersiliabilities and finance related

assels hradilites are shown as unallocared,

I The carrying amouni of invesiment accounted for using the equity methods is inciuded in total segment asser.

' The 2005 segment result includes nems of a non recurring nature including share based payments arising from a change in ownership

..
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

28. Discontinued operations

During 2005. the consortium that owned Dyno Nobel Holdings ASA separated the cntity into two business groups.
being those enlities retained and ultimately acquired by Dyno Nobel and those entities. being substantially the
businesses in Latin America. Asia, Furope, Middle East and Africa, that were ultimately sold to Orica Limited. The
latter businesses have been disclosed as discontinued operations within the 2005 comparative information. The
aggregate results of this sale was recognised in the year ended 31 December 2005 are set out below. Included in the
sale were certain contracts in Asia and Mexico, This sale was contingent on prescribed conditions being met. These
conditions were satisfied in 2006 and the profit on the sale has been recognised in the year ended 31 December 2006.

Financial information for the discontinued operations is shown below:

Consolidated

2006 2005

) . US5"000 US$'000
Revenue ' ] - 330,288
Other income - -
Expenses - (334,158)
Profit before income tax - " {3,870}
Income tax expense : - - (7,042)
Profit afler tax for discontinued operations - {10912}
Gain on sale of Asian and Mexican contracts before income tax ' 4,766 490,182
Income tax expense {1.971) -
Gain on sale of the operations after income tax . ] 2,795 490,182
Profit from discontinued operations 2,795 479,270

'The group lost control of the discontinued operations on 30 November 2005 and consequently the profit on saie was recorded a1 that
date, except for those contracts noted above that were not transferred until the year ended 31 December 2006 and the profit recorded

in the currens year period.

Dyne Nobel Lisnred
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 2006
. US$'000 USS 000 LS$'000
29. Commitments for expenditure '
{a) Capital expenditure commitments
Plant and equipment
Nol longer than | year - 185,000 2 " ;
Longer than | year and not longer than 5 years 170,000 ) - _
L.onger than 5 years ) } _
355,000 2 -

The Company has long-term capital commitments in relation to the construction of a new AN facility in Qucensland
Australia and the expansion of an existing facility in Wyoming, USA.

(b) Long-term supply contracts
Not longer than 1 year

160,464 114,269 -
Longer than | year and not longer than § years 70,235 278,846 -
l.onger than 5 years - - -
230,699 393,115 -

Long-term supply contracts havc been entered into for the pirchase orammomum nitrate, nalural gas and other raw

materials

(b) Non-cancellable operating lease commitments

Not longer than | year

11,343 6,560 -
Longer than [ vear and not longer than 5 years 17.411 21.064 _
Longer than 5 vears 3.110 2.753 }
32.364 30,377 -
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

30. Related party disclosures
(a) Equity interests in related parties

Equity interests in subsidiaries
Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 25 (o the financial statements.

Equity interests in jointly controlled entities ventures
Details of interests in jointly controlted entities are disclosed in note 11 to the financial statements,

(b) Transactions with key management personnel
i. Key management personnel compensation
Key management personnel compensation are disclosed in note 31 to the financial statements.

ii. Loans to key management personnel.
There are no loans to key management personnel,

iii. Key management personnel equity holdings
Key management personnel equity holdings are disclosed at note 31 of the finanancial stalements,

iv. Other transactions with key management personnel of the group
Transactions with previous owners of the Dyno Nobel Holdings ASA are disclosed in note 31 of the financial
slatements.

(c) Traiisactions with other related parties - - .
Other related parties include:

¢ the parent entity

¢ subsidiaries

* jointly controlled entities

s other related parties

(d) Transactions with controlled entities
iTransactions between Dyno Nobel and its controlled entities in the year included:

Parent

USS'000

Management fees 2.865
Loans from related parties 2.633
Loans 1o related parties 1,410

All the above transactions with controlled entities are made on normal commerciat terms and conditions in the
ordinary course of business.

Aggregate amounts included in the determination of operating profit before income tax that resulted from
transactions with entities in the wholly owned group:

Dyno Nobel Lirnsted
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 PECEMBER 2006

30. Related party disclosures (cont)

Consolidated Parent
2000 2005 2006
LiS8$'000

(ii)Dividend Revenue

(iii) Other related party transactions
Dividend received

Jointly controlled entities and related parties
Other revenue

Jointly controlled entities and related parties
Sale of goods to jointly controlled entities
Jointly controlled entities and related parties
Purchase of goods and services

Jointly controlled entities and related parties
Corporate overhead

Jointly controlled entities and related parties
Defined contribution plan

Jointly controlled entities and related parties
Interest income received

Jainty controlled entities and related parties
Interest expense

Jointly controlled entities and related parties

1,071
7,265
286,149

60,095

2,190
1,523

1426

P

US$'000  USS'000

235,469

2,100
3,078
‘ '_’ (‘l,'glé_z

27,781

1,470,

Additional relevant related party disclosures are shown throughout the notes to the financial

statements as follows:

Category

Note

I'rade and other receivables
Borrowings
[_oans(to)/from related parties

7,33
16,33
Cash flow statement]

(dy Dyno Nobel Limited is the ultimate parent company.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

31. Key management personnel
(a) Directors
The following persons were directors of Dyno Nobel during the financial year:

(i) Chairman- non-executive
Geoff Tomlinson (from 16 February 2006)

(ii) Executive director
Peter Richards (from [6 February 2006)

(iii) Non-executive directors

Ralph Harnett (from 16 February 2006)

Rod Keller (from 21 February 2006)

John Muir (from 16 February 2006)

David Walsh {from 16 February 2006}

David Wills (from 18 August 2006) ,

Robin Bishop (from 4 January 2006 to 16 February 2006)
Michael Carapiet {(from 4 January 2006 to 16 February 2006)
Nicholson Peterson (from 4 January 2006 to 16 February 2006)
Neil Watson (from 4 January 2006 to 16 February 2006)

(b) Other KMP,

The following persons also had authority and responsibility for planning, directing and controlling the acftivitics of
the group, directly or indirectly during the year:

Name

Position

Employer

Tim Fry
Shane Gannon
Lars Johansen
Richard Shea

David Mairs’
John Feasler’

President, Dyno Nobel Asia Pacific
Chief Financial Officer

President, Dyno Nobel America
Senior Voice President General
Counsel

President, Dynoc Nobel Canada
Chief Operating Officer, Dyno
Nobel America

Dyno Nobel Administration Pty Lid
Dyno Nobel Management Piy Lid
Dyno Nobe! [ne

Dyno Nobel-Inc.

Dyno Nobel Canada Inc
Dyno Naobel [nc

1D Mairs retired 30 November 2006.

1J Feasler retired | May 2006.

All the above were KMP during 2005 except for Shane Gannon who commenced employment with the group on

6 February 2006.

Dyno Noael! Limited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

31. Key management personnel (cont)

(c) KMP compensation
Consolidated Parent
2006 2005 2006
IRH USS$ Uss
Shont-term employee benefits 3,448,167 4,280.806 -
Post-employment benefits 1,731,109 296,522 -
Share-based payments 1,536,749 - -
6,716,025 4,577,328 -

The Company has taken advantage of the relief provided by ASIC Class Order 06/50 and has transferred the
detailed remuneration disclosures Lo the Directors’ report, The relevant information can be found in‘sections A=C
of the remunzration repont on pages 12 to 20.

(d) Equity instrument disclosures relating to KMP
(i) Options provided as remuneration and shares issued on exercise of such options

Details of options provided as remuneration and shares issued on the exercise of such options,' together with terms
and conditions of the options, can be found in section D of the remuneration report on pages 20. '

. -,

(ii} Option holdings
The number of options over ordinary sharcs in the Company held during the' financial year by each dnrcclor of
Dyno Nobel and KMP of the group, including their personally related parties. are set out below.

2006 Balance at | Granted Exercised Other changes | Balance at the Vested and
the start of | during the during the during the end of the exercisable at
Name the year year as year .year year: the end of the:
compensation ) year
Directors of Dyno Nobel Limited
Peter Richards - 5.000.000 - - 5.000.000 -
Other KMP of the group
Tim Fry - 1.500.000 - - 1,500,000 -
Shane Gannon - 1,500,000 - - 1,500,000 -
l.ars Johansen - 1,500,000 - - 1,500,000 -
[Yavid Mairs | - 1,500,000 - (1,000,000) 500,000 -
Richard Shea - 1,500,000 S -1+ 1,500,000 -
John Feasler * - 750,000 ! . : - (750,000 - -

! John Feaster retired on I May 2006 and in accordance with the rules of the ESOP, the options, being unvesied, lapsed.
*David Mairs retired on 30 Navember 2006 and in accordance with his agreement the first tranche of his options vested ar 31 December 2006.

No options are vested and unexercisable at the end of the year.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

31. Key management personnel (cont)

(iii) Share holdings
The number of shares in the Company held during the financial year by each director of Dyno Nobel and other
KMP of the group, including their personally related parties, are set out below.

2006 Received during the

Balance at the start year on the exercise Other changes Balance at the end of
Name of the year of options during the vear the yeur.
Directors of Dyno Nobel Limited :
Gieoff Tomiinson - - 42,194/ 42,194
Ralph Harnett - - 42,194 42194
Rod Keller - - 21,097 21.097
John Muir - - 42,194/ 42,194
David Walsh - - 42,194¢ 42,194
David Wills - - 20,000 20.000
Peter Richards - - 3.809. 154 31.809,154
Other KMP of the group
Tim Fry . . - 1,207.172! 1,207,172
Shane Gannon - - 84,388 84,388
Lars Johansen - - 942,017 942,017
David Mairs -1 - 253164 ¢ 253,164°
Richard Shea - ' -1 885,764' |- 885.764
John Feasler - . - 1,031,000 1,031.010°

Acquired on listing.

! Granied in accordance with the prospecius.
! Aequired on listing 1,101,687 shares.
*Shares held at retirement.

Since Dyno Nobel was incorporated on 4 January 2006, there were no dpfions or shares issued in 2005,

(e) Loans to KMP'

There were no loans to directors or KMP in 2006 or 2005.

(] Other transactions with KMP-2006

On listing in April 2006, as described in the prospectus, certain senior executives of the newly listed entity were
granted the following by the previous owners: ) -

The costs of the transactions were mel by the equity holders of Dyno Nobel prior to the [PQ. Under the terms of the
issue of the potential shares , appropriate funds (0 settle the issue or purchase of the shares, have been set aside by
the previous owners Lo the level of the 1PO issue price of A$2.37. If the share price of the potential shares at issuc
date is greater than the final listing price of A$2.37, the Company will be requited to meet the difference in.the
event that the shares are purchased on market..It is anticipated that the potential shares will be issued as new shares,

Dyno Notie! Lunited
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

31. Key management personnel (cont)

Management investment shares

Senior executives were granted the right to invest in Dyno Nobel, following a personal contribution, in both ordmary
and cumulative redecmable preference shares on the same financial terms as the previous owners. The number of
shares issued and the contribution by these KMP are set out in the table below:

Management investment ‘ )
shares- Contribution by KMP Number of shares
KMP Uss'000 issued
P Richards 1,960 2.754.217
TFry 760 1,102,687
[. Johansen . 570 604,948
R Shea , 570 604,948
) Feasler 760 805,998 ”

LS camverted o USS g rage of 76 hemg the exchunge rate il dute of pevmeni.

Offering bonus s
As a result of the successful completion of the 1P, senior executives were also entitled to receive a bonus, in the .
form of cash and shares.
Cash Bonus Shares issued on Potential
Offering Bonus us+o00 ’ listing ' shares *
P Richards 1,463 ' 1,054,937 632911
L. Johansen 585 137519 337519
R Shea 488 281,256 281,256
] Feasler 585 225013 181,256

! The shares tssued Gt hshng are beld in excrow unil 7 October 2007,
L rhe terms of the ofermg honus also supulated thar another tranche of shares (“patensial shares”) wonld be ivsned showld the Directors’ statwory forecast of an
.W’A.' of USSELLE mithon be mel fur 2006 As the targer was met, these shares will be issiwed i 2007, These shares will also be held in escrow wntil 7 Oetober 2007,

T AS converted 1o UNS at rate of 0.731502 being the exchange rate at grant date.

David Mairs, former President, Dyno Nobel Canada Inc.. owns a company, which reccived rent in relation 1o the
leasing of office/warchouse facilities 1ot the group. The transactions were made on normal terms and conditions and at
market rates. The rental for 2006 was US$180.000 (2005:US$180.000). s

Jock Muir, a non exccutive director. received consultancy fees from.an associated entity, Detnet International
Limited. These services were provided on normal terms and conditions and at market rates. The total fees received.
including travel reimbursements. totalled US$36.063 (2003: Nil).

No sign-on payments were made to any KMP. . Co '

(2) Other transactions with KMP-2005 : . - B

Under the Dyno Nobel Holdings ASA Management Scheme 2000 as amended, certain senior executives were invited ™’
to participate in a warrant scheme, which entitled the executives to an equity interest in the Company on the
realisation of the sale of the shares of Dyno Holding ASA group. The Dyno Holdings ASA group was scld in
November 2005,

The Company’s CEQ. Peter Richards, was a senior manager of the Dyno Nobel Holdings ASA group. In 2005, Mr.
Richards received US$2.43 million under the scheme.

John Muir. a current non-executive director, who was a senior manager of the Dyno Nobel Holdings ASA group,
received USS2.14 million under the scheme.

The following KMP also participated in the scheme and received the following:
T. Fry. US$2.16 mitlion: L. Johansen, US$0.47 million; R. Shea, US$0.24 million and J.Feasler US$1.3 million.

PR
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

32. Share based payments

Executive Share Option Plan (“ESOP”)

In April 2006, the Dyno Nobel ESOP was introduced as the long-term incentive component of compensation for
executives who are able to influence the generation of shareholder wealth. Under the ESOP. the Company may offer
options to eligible employees of the Company as determined by the Board in it's absolute discretion and in accordance
with the rules of the ESOP and applicable law. Each employee share option converts into one ordinary share of Dyno
Nobel on exercise. No amounts are paid or payable on the option on receipl of the option but an ¢xercise price is paid
on conversion of the option to an ordinary share. The options carry neither rights 1o dividends nor voting righls.
Options may be exercised during the 30 day period immediately following the announcement of the Company’s half
year or annual financial results, No options are exercisable until at least 12 months after the date on which the
Company's shares are officially quoted on the ASX. The options were granted with staggered vesting periods and the
remaining tranches will vest over the next two years providing performance criteria is met and will expire within 4
years of their vesting. The following share based payments arrangements were in existence during the current period.
There were no such arrangements in 2005,

Vesting
condition ’
EPS equal
. Fair value at  tofor greater
) , Expiry Exercise price grant date than

Option serics Number Grant date Date AS’ USs AS LIS Liss
(1) Issued & April 2006 6,541,666 06.04.2006 30122000 237 1.73 04122 030 0.076
6,541,666 06.04.2006 31220110 237 1.73 0.4821 0.35 0.099
. 6,541,668 06.04.2006 30122012 237 173 05424 040 0.108
{2) Issued 31 May 2006 . _' 174,511 . 3i.05.2006 3L 12.2000 0 2,37 1,73 0.4122 0.30 0.076
. . 174 511 31.05.2006 Jje1z.2om 237 1.73 0.4821 0.35 0.099
o L174510 0 . 0 31.05.2006 L2200z 237 173 0.5424 040 0,08

! In accordance with the terms of the share-based arrangements, options issued during the financial year ended 31 December 2006 vest over three tranches

After meeting targeted the growth in earnings per share. As the EPS targer was met for 2006 the apiions under Tranche [ have vested,

The weighle& averégé fair value of the share options granted during the vear is US$1.73 per oplion. Options were
priced using the Black Scholes modet. Where relevant, the expected life used in the model has been adjusted based
on management’s best estimate of the probability of the service and performance conditions being met.

. Option series
Inputs into the model . Series 1 Series 2
Granl date share price US$1.73 Uss1.73
Exercisc Price ' ’ ' ' Uss$1.73 uss1.73
Expected volatility 21.14% 21.14%
Option life average 3.62 years 3.62 years]
Dividend yield - N 2.15% 2.15%|
Risk-free interest eate - . 5.25"/:; ‘ 5.25%

The following reconciles the outstanding share option under the employee share option plan gfanled under the
employee share option plan at the beginning and the end of the financial year:

Share options Numbe

Balance at the beginning of the year E

Granted during the year 21,973,533
Forfeited during the year (1,825,000
Balance at the end of the financial vear 20,148,533

Dyno Nabo! Lomated
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Consolidated Parent
2006 2005 | - 2006
US$ 000 1SS 000 USS'000
33. Financial instruments
Current assets ) -
Short-term derivative fnancwl instruments , 252 - -
kS
Non current assets "
l.ong-term derivative financial instriments 2,644 - -

(a) Financial risk management objectives

The consolidated entity’s corporate (treasury function, in conjunction with the board of its wholly owned
subsidiary. Industrial Investments Australia Finance Pty Lid (“lIAF™), provides services to the business, co-
ordinates access to domestic and international financial markets, monitors and manages financial risks relating to
the operations of the consolidated entity through internal risk reports which analyse exposures by degree and
magnitude of risk. These risks include market risk (including currency risk, fair value interest rate risk and price
risk). credit risk. liquidity risk and cash flow interest rate risk.

The consolidated entity secks 1o minimise the effects of these risks by using derivative financial instruments to
hedge these risk exposures. The use of financial derivatives is governed by the corporate entity’s policies as
approved by the board of directors. which provide written principles on foreign exchange risk. interest rate risk,
credit risk. the use of financial derivatives and non-derivative financial instruments, and the investment of excess
liquidity. The consolidated entity does not enter inle or trade linancial instruments. including derivative financial
instruments, for speculative purposes. .
The consolidated entity's activities expose it primarily to the financial risks of changes in foreign curréncy
exchange rates. commodity prices and interest rates. The consolidated entity enters into a variety of derlvallv

financial instruments 1o manage its exposure 10 interest rates and foreign currency risk, including: ' T .

o forward foreign exchange contracts to hedge the exchange'falc risk arising 6n cash flows and
asset and liability values

o interest rale swaps to mitigate the risk of rising interest rates

o forward commodity contracts to manage price risk on key production inputs '

The corporate treasury lunction reports regularly to the board of 1AF, an independent body that monitors risks
and policies implemented to mitigate risk exposures.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on which income and expenses arc recognised in respect of each class of financial-
assel. financial liability and equity instrument arc disclosed in note 1 to the financial statements.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

33. Financial instruments (cont)

(c) Foreign currency risk management

The consolidated entity undertakes certain transactions denominated in foreign currencies, hence exposures to
exchange rate fluctuations arise. Exchange ratc exposures are managed within approved policy parameters
utilising “forward foreign exchange contracts. The consolidated entity enters into forward foreign exchange
contracts to manage the risk associated with anticipated foreign currency transactions within 80% - 100% of the

exposure generated.

Forward foreign currency contracts outstanding at 31 December 2006

; . ‘ Avel.'ag'e exchange Foreign
Outstanding contracts rates currency Contract value ~ Fair value
o 2006 2006 2006
2006 A$"000 US$'000 USS'000
Consolidated entity S ' .
Buy Australian dollars 0.7639 18,172 13,881 (102)
Buy Australian dollars - 0.7793 © 24381 19.000 {252)
Total United States dollars 32.881
Parent entity has no forward f{oreign currency swaps.
Forward foreign currency contracts outsfanding at 31 December 2005
Average exchange Foreign
Qutstanding Contracts rates currency Contract value Fair value
2005 2005 2005
2005 cu*000 NOK NOK
Consolidated entity .-
Buy United States dollars 6.757 4,284 28,947 0
Buy Australian dollars o o 5.000 - 1,128 5.637 0
Buy Swedish kronor 0.849 5,631 4,782 0
Buy Norwegian kroner 1.000 808 808 0
Buy Mexican pesos " 0.646 44,921 29,037 0
Total NOK 69,211

On I January 2006, the functional currency of Dyno Nobel Holdings ASA (the former parent 1o the group) was changed from Norwegran
Kroner ta US dollars. This is consistent with the relocation of the corporate headquarters and is supported gy the major assets, labilities,
revenue and expenses of that entity being denominated in US dollars. Foreign currency risk manugement palicies were revised accordmgly at

this time. " 1L+ .

COyno Nobel Limited
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

33. Financial instruments {cont)
(d) Interest rate risk management

The consolidated entity is exposed to interest rate risk as it borrows funds at floating interest rates. The ftsk is
managed by the use of interest rate swap contracts and forward interest rate contracts, Hedging activities are
evaluated regularly to align with interest rate views ‘and defined risk appetite. This ensures optimal hedging
strategies are applied. either by positioning the balance sheet or protecting interest expense through different
interest rate cycles.

Interest rate swap conlracts

Under interest rate swap contracts, the consolidated entity agrees to exchange the difference between fixed and
floating rate interest amounis calculated on agreed notional principal amounts. Such contracts enable the
consolidated entity to mitigate the changing interest rates on the fair value of issued fixed rate debt held and the
cash flow exposures on the issued variable debt held. The fair value of i interest rate swaps at the reporting date and
the credit risk inherent in the contract are disclosed below. The average interest rate is based on the oulstandmg
balances at the start of the financial year.

The following tables detail the notional principal amounts and the remaining terms of interest rate swap contracts
outstanding as at reporting date. -

Qutstanding floating for fixed - Average contracted Notional principal . .
contracts fixed interest rates amount . Fair value
2006 2005 2006 2005 2006 2005
Yo % $'000 5'000 $'000  S'000
Consolidated ' ' '
Less than one year 4.66 - 350,000 - 1,322 )
One to two years 4.66 - 350000 - 1,322+ !

Two o tive years - - - - .
Over five years - : I - - -

Total o ’ ' ' : 12,644 - R

The parent entity has no inlerest rate swaps.

The interest rate swap settles on a quarterly basis.

The fixed rate of the interest rate swap is 4.66%,.

The consolidated entity will seutle the difference between the fixed and floating interest rate on a net
basis.

Interest rate swap contracts exchanging fixed rate imerest for floating rate interest are designated and
effective as cash flow hedges in respect of interest rates.
Maturity profile of financial instruments

The maturity profile of financial assets and financial liabilities held by the parent e'mity and the consolidated , |
entity are detailed below:

The following table details the consolidated entity’s exposure 1o interest rate risk as at 31 December 2006.

LR
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

33. Financial instruments (cont)
(e) Credit risk management

Credit risk refers (o the risk that a counterparty will default on its contractual obligations, resulting in financial loss to
the consolidated entity. The consolidated entity has adopted a policy of only dealing with credit-worthy counter parties
and obtaining sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from defaults.
The consolidated entity’s exposure and the credit ratings of its counter parties are continuously monitored and the
aggregate value of transactions concluded is spread among approved counterparties. Credit exposure is controlled by
counter- party limits that are reviewed and approved by the risk management committee annually.

Trade reccivables consist of a large number of customers spread across diverse industries and geographical areas.
Ongoing credil cvaluation is performed on the financial condition of accounts receivable and, where appropriate,
credit guarantee insurance cover is purchased.

The consolidated entity does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characieristics. The credit risk on liquid funds and derivative financial instruments is
limited because the counterparties are banks with high credit ratings assigned by international credil rating agencies.

The carrying amount of financial assets recorded in the financial statements, net of any- allowances for losses,
represents the parent entity’s and the consolidated entity’s maximum exposure to credit risk without taking account of
the value of any collateral obtained.

(D Fair value of financial instruments .
The tair values of financial assets and financial liabilities arc determined as foliows:

o the lair value of the Minancial assets and financial Habilities with the standard terms and conditions
and traded on active liquid markets are determined with reference to quoted market prices; and |

o the fair value of other financial assets and finaricial liabilities (excluding derivative instruments)-are
determined in accordance with generally accepted pricing models based on discounted cash flow
analysis. The fair value of derivative instruments are calculated using quoted prices. Where such
prices are not available use is made of discounted cash flow analysis using the applicable vield curve
for the duration of the instruments for non optional derivatives, and option pncmg models for
optional derivatives

The directors consider that the carrying amounts of financial assets and financial liabilities récorded at amortised cost
in the financial statements approximates their fair values,

'

(g} Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of directors. which has built an appropriate
liquidity management framework for the management of the consolidated entity’s short. medium and long-term
funding and liquidity management requirements. The consolidated -entity manages liquidity risk by maintaining
adequale reserves. banking facilities and resefve borrowing facilities by-continuously monitoring forecast and actual
cash flows and matching the maturity profiles of financial asscts and liabilities.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCEAL YEAR ENDED 31 DECEMBER 2006

34. Subsequent events

On 16 January 2007 the group acquired 29.9% of Fabchem China Limited, an explosives company listed on the
Singapore Stock Exchange. The investment is part of the strategic ptan of the group to access the growing Chincse
market. The transaction is expected to have a minor impact on the group’s earnings in 2007 and funding for the
acquisition will be drawn from existing facilities.

On 13 February, 2007 the Company announced it would procced with the construction of an AN facility based in
Moranbah, Queensland, which will have the capacity to produce in excess of 330.000 tonnes per annum. The
Company has finalised long-term commitments with three key customers. The total project cost is in the vicinity ol
AS$520million. Project commissioning is expected to commence in fourth quarter 2008, with production tc commence
from first quarter 2009.

On | February 2007, the Company acquired 100% of the shares of Tradestar Corporation (“Tradestar™), a cusiom
manufacturing facility for specialized bulk explosives delivery systems and mobile manufacturing plants for bulk
explosives.

Dyna Nopet Limited
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2006

Additional company information

Dyno Nobel Limited is a public company listed on the Australian Stock Exchange, incorporated and domiciled in
Australia. :

Parent entity

The parent entity is Dyno Nobel Limited

ACN 117 733 463

Registered office and principal place of business
Level 20 AGI. Centre

111 Pacific Highway . . . : L P
North Sydney : - :

NSW 2060

Australia

Locked Bag 2113

North Svdney 2060
Australia

Telephone:+ 61 2 9968 90040
Facsimile: + 61 2 9968 9530

Website:

www.dynonobel.com
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